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BEFORE THE ARIZONA POWER PLANT AND
TRANSMISSION LINE SITING COMMITTEE
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Arizona Comoratmn Commission

16

I
I
I
I
I
I
I
I
I
I
I
I
I

DOCKETED
Nov 15 2m6
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IN THE MATTER OF THE APPLICATION OF I CASE NO. 173
SOUTHLINE TRANSMISSION, L.L.c., IN | DOCKET no. L-00000AAA- l6-0370-00173
CONFORMANCE WITH THE
REQUIREMENTS OF ARIZONA REVISED
STATUTES 40-360, ET SEQ., FOR A
CERTIFICATE OF ENVIRONMENTAL
COMPATIBILITY AUTHORIZING
CONSTRUCTION OF THE NON-WAPA-
OWNED ARIZONA PORTIONS OF THE
SOUTHLINE TRANSMISSION PROJECT,
INCLUDING A NEW APPROXIMATELY 66-
MILE 345-KV TRANSMISSION LINE IN
COCHISE COUNTY FROM THE ARIZONA-
NEW MEXICO BORDER TO THE
PROPOSED SOUTHLINE APACHE
SUBSTATION, THE ASSOCIATED
FACILITIES TO CONNECT THE
SOUTHLINE APACHE SUBSTATION TO
THE ADJACENT AEPCO APACHE
SUBSTATION, AND APPROXIMATELY 5
MILES OF NEW 138-KV AND 230-KV
TRANSMISSION LINES AND ASSOCIATED
FACILITIES TO CONNECT THE EXISTING
PANTANO, VAIL, DEMOSS PETRIE, AND
TORTOLITA SUBSTATIONS TO THE
UPGRADED WAPA-OWNED 230- KV
APACHE-TUCSON AND TUCSON-
SAGUARO TRANSMISSION LINES IN PIMA I
AND PINAL COUNTIES. =
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Pursuant to Paragraphs 16 and 17 of the  Procedura l Order issued in this  docket on

Octobe r 24, 2016, the  Irriga tion & Ele ctrica l Dis tricts ' Associa tion of Arizona  ("IEDA"), on

beha lf of itse lf and its  Mernbersl and Associa te  Membersz, by and through its  undersigned

counse l, he rewith submits  the  following Exhibits :23

24

25

15

1 As-Chin Energy Services, Buckeye Water Conservation & Drainage District, Electrical District No. 3, Electrical
District No. 4, Electrical District No. 6, Electrical District No. 7, Harquahala Valley Power District, Hohokam
Irrigation & Drainage District, Maricopa County Municipal Water Conservation District No., Roosevelt Irrigation
District, Tonopah Irrigation District, Wellton-Mohawk Irrigation and Drainage District



2 Aquila Irrigation District, Central Arizona Water Conservation District, Electrical District No. 8, McMullen Valley
Water Conservation and Drainage District, Page Electric Utility, The City of Sanford, Salt River Project, San Carlos
Irrigation Project, The Town of Thatcher, Yuma County Water Users Association, Yuma Irrigation District, Yuma-
Mesa Irrigation and Drainage District
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1 Exhibit A: FERC Order in Docket No. EL15-65~000

2 Exhibit B: Service List in Docket No. EL15-65-000
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(1)

(2)

(3)

(4)
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Exhibit C: Western Area Power Authority Record of Decision dated April 14, 2016

Exhibit D: SU FERC, LLC Open Solicitation

RESPECTFULLY SUBMITTED this 15th day of November, 2016.
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By /s/ Robert S. Lynch
Robert S. Lynch (Bar No. 001638)
Todd A. Dillard (Bar No. 028708)
Attorneys for the Irrigation & Electrical Districts '
Association of Arizona
340 E. Palm Lane Suite 140
Phoenix, AZ 85004-4603
602-254-5908
rslynch@rslynchaty.com
todd@rslynchaty.com
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ORIGINAL & 25 copies of the
foregoing were filed with Docket
Control on the l 5th day of November, 2016.
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Director  fUti l i t ies
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Janet Wagner
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
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Copies were electronically delivered
the 15th day of November, 2016:

22 Thomas K. Chef al, Chairman
Arizona Power Plant and Transmission
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Line  S itting Committe e
1200 West Washington S tree t
P hoe nix, Arizona  85007
Thomas.chenal@azag.gov
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J a nice  Alla rd, Es q.
Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington S tree t
P hoe nix, Arizona  85007
J Alward@azcc.gov
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Thomas Broderick
Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
tbroderick@azcc.gov
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Meghan H. Grabe l
Osborn Ma le don, P A
2929 N. Centra l Avenue
Suite  2100
P hoe nix, AZ 85012
mgrabe l@omlaw.com
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James Guy
S uthe rla nd Asbill & Bre nna n LLP
One  American Cente r
600 Congress Avenue
Suite  2000
Aus tin, TX 78701-3232
James.guy@sutherland.com
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18 _/s / Todd -Dilla rd
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152 FERC 161,21 l
UNITED S TATES  OF AMERICA

FEDERAL ENERGY REGULATORY COMMIS S ION

Be fore  Commis s ione rs : Norma n C. Ba y, Cha irma n,
P hilip D. Moe lle r, Che ryl A. La F1e ur,
Tony Cla rk, a nd Cole tte  D. Honora ble .

S outhline  Tra nsmis s ion, L.L.C.
S U FERC, L.L.C.

Docke t No. EL15-65-000

ORDER GRANTING P ETITION FOR DECLARATORY ORDER

(Issued September 17, 2015)

l. On Ma y ll, 2015, S outhline  Tra nsmis s ion, L.L.C. (S outhline  Tra nsmis s ion) a nd
S U FERC, L.L.C. (S U FERC) (colle ctive ly, Applica nts ) file d a  pe tition for a  de cla ra tory
orde r (P e tition) with the  Commiss ion se e king the  following: (1) a  finding tha t S outhline
Transmiss ion is  a  pass ive  entity and the re fore  not a  public utility under the  Federa l Power
Act (FP A) or a n e le ctric utility compa ny unde r the  P ublic Utility Holding Compa ny Act
of 2005 (PUHCA 2005), (2) a uthoriza tion gra nting SU FERC ne gotia te d ra te  a uthority,
(3) approva l of SU FERC's  capacity a lloca tion me thodology,~and (4) ce rta in wa ive rs  of
Commiss ion regula tions . The  Commiss ion grants  the  pe tition for decla ra tory orde r, a s
discussed be low.

1 . Ba c kground

2. Applica nts  s ta te  tha t Southline  Tra nsmiss ion is  a n indire ct wholly-owne d
subs idia ry of Hunt Power, LP , which is  a  subs idia ry' of Hunt Consolida ted, Inc.
Applicants  furthe r s ta te  tha t Hunt Power, LP  deve lops  and inves ts  in entrepreneuria l
e lectric and ga s  opportunitie s . Applicants  expla in tha t Hunt Power, LP  is  pa rt of a  la rge r,
priva te ly-owned, group of companie s  managed by the  Ray L. Hunt family, which engage
in oil and gas  explora tion, re fining, power, rea l e s ta te , ranching, and priva te  equity
inves tments . Applicants  s ta te  tha t Southline  Transmiss ion does  not own or ope ra te  any
exis ting e lectric gene ra tion, transmiss ion, or dis tribution facilitie s . 1

1 P e tition a t 4.
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3. Applicants  s ta te  tha t SU FERC is  a  wholly-owned subs idia ry of Sha ryland
Utilitie s , L.P . (S ha ryla nd). Applica nts  e xpla in tha t S ca ry Holdings , LLC (S ha dy
Holdings) owns  one  pe rcent of Sharyland and is  the  genera l pa rtne r of Sharyland, SU
Inves tment Pa rtne rs , LP  (SU Inves tment Pa rtne rs ) owns  the  remaining 99 pe rcent of
Sha iyland. Applicants  s ta te  tha t both Sca ry Holdings  and SU Inves tment Pa rtne rs  a re
owned by members  of the  Hunt family. Applicants  s ta te  tha t SU FERC does  not
curre ntly own or ope ra te  a ny fa cilitie s  tha t a re  subj e t to Commiss ion jurisdictions

4. Applicants  seek Commiss ion de te rmina tions  re la ted to the ir a ctivitie s  in
connection with the  proposed Southline  transmiss ion project (Southline  P roject).
Applicants  s ta te  tha t the  Southline  Prob e t would cons is t of a  new build section and an
upgra de  se ction. Applica nts  e xpla in tha t the  Southline  P roje ct would inte rconne ct with
up to 14 exis ting subs ta tions  and potentia lly one  new subs ta tion, the  new build section
would include  a pproxima te ly 240 mile s  of ne w 345 kV double -circuit e le ctric
tra nsmiss ion line s  a nd re la te d fa cilitie s  loca te d in Ne w Me xico a nd Arizona , a nd would
provide  a pproxima te ly 1,000 MW of bi~dire ctiona l ca pa city. According to Applica nts ,
the  new build section would connect the  exis ting Afton Subs ta tion, south of Las  Cruces ,
Ne w Me xico, to the  e xis ting Apa che  Subs ta tion, south of Willcox, Arizona , a nd ma y
include  a  ne w "midpoint" subs ta tion in Luna  County, Ne w Me xico. Applica nts  s ta te  tha t
this  section includes  a  30-mile  spur tha t would provide  transmiss ion for a reas  in southe rn
New Mexico tha t Applicants  de scribe  a s  rich in renewable  re sources , and a  five -mile  loop
be tween the  exis ting Afton Subs ta tion and the  exis ting Luna -Diablo 345 kV transmiss ion
line  tha t Applicants  s ta te  is  necessa ry to s trengthen the  exis ting regiona l transmiss ion
system.

5. Applicants  s ta te  tha t the  upgrade  section would rebuild and convert approxima te ly
120 mile s  of Weste rn Area  Power Adminis tra tion's  (Weste rn) aging Sagua ro-Tucson and
Tucson-Apa che  l 15 kV tra nsmis s ion line s  to double -circuit 230 kV line s . Applica nts
s ta te  tha t these  lines  a re  used to de live r fede ra l hydropower to cus tomers . Applicants
s ta te  tha t these  lines  a re  built on wooden H-frame poles  tha t da te  to 1951 and, as  part of
its  e fforts  to ma inta in sys tem re liability and mee t cus tomer needs , Weste rn has  identified
the  upgrade  of these  two 115kV lines  in its  Dese rt Southwest Region 10-yea r plan for
cons truction and ma intenance  projects . According to Applicants , the  upgrade  would
strengthen the  integra ted transmission system, increase  transmission capacity and
improve  powe r de live ry. The  upgra de  se ction, Applica nts  e xpla in, would conne ct the
exis ting Apache  Subs ta tion with the  exis ting Saguaro Subs ta tion loca ted northwes t of
Tucson, Arizona , a nd would provide  a pproxima te ly 1,000 MW of tra nsmiss ion ca pa city

Id. a t 4-5.2

3 Id. at 5.
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be twe e n the s e  s ubs ta tions . Applica nts  s ta te  tha t the  upgra de  will a ls o include  ce rta in
minor e xpa ns ions  of the  e xis ting We s te rn 115 kV s ys te m.4

6. Applicants  s ta te  tha t Weste rn is  cons ide ring pa rticipa tion in the  Southline  Project.
According to Applicants , Weste rn and Southline  Transmiss ion have  executed a
Memorandum of Unde rs tanding and an Advanced Funding Agreement. Applicants  s ta te
tha t Weste rn and Southline  Transmiss ion a lso have  fina lized a  confidentia l, nonbinding
pa rticipa tion principle s  docume nt tha t would le a d to the  de ve lopme nt of a  de finitive
pa rticipa tion agreement gove rning the  pa rtie s ' re spective  rights  and obliga tions  with

7. Applicants  s ta te  tha t unde r the  contempla ted public-priva te  pa rtne rs hip, S outhline
Trans mis s ion and Wes te rn would contribute  ce rta in re s ource s  and would obta in capacity
rights  comme ns ura te  with thos e  contributions . Applica nts  e xpla in tha t S outhline
Tra ns mis s ion would fund the  cos ts  of a ll ne w cons truction, improve me nts  to e xis ting
tra ns mis s ion line s  a nd re la te d fa cilitie s , a nd the  a cquis ition of a ny ne e de d re a l prope rty
inte re s ts . Applica nts  s ta te  tha t, to the  e xte nt fe de ra l la w pe rmits , We s te rn would utilize
e xis ting la nd rights  a s s ocia te d with its  two 115 kV line s  a nd ma na ge  the  proce s s  of
a cquiring a dditiona l la nd rights  ne ce s s a ry to comple te  cons truction of the  S outhline
P roje ct. According to Applica nts , We s te rn would a cquire  ca pa city rights  on the  upgra de
s e ction (in a ddition to its  e xis ting ca pa city) a nd would a cquire  ca pa city rights  on the  ne w
build s e(action in amounts  tha t corres pond to Wes te rn's  contributions  to the  Southline
P roje ct.

8. Applica nts  s ta te  tha t S outhline  Tra ns mis s ion would a cquire , a nd le a s e  to S U
FERC, ce rta in Southline  P roject phys ica l trans mis s ion s ys tem as s e ts  and the  a s s ocia ted
ca pa city rights . Furthe r, Applica nts  s ta te , S outhline  Tra ns mis s ion would tra ns fe r to S U
FERC any othe r capacity rights  not a s s ocia ted with the  lea s ed Southline  P roject a s s e ts .
Applicants  s ta te  tha t Wes te rn would be  the  cons truction manage r for the  upgrade  s ection,
and S outhline  Trans mis s ion or its  de s ignee  would be  the  cons truction manage r for the
ne w build s e ction. Applica nts  s ta te  tha t a fte r the  S outhline  P roje ct cons truction is
comple te , Wes te rn and S U FERC would ope ra te  and ma inta in the  upgrade  and new build
s e ctions , re s pe ctive ly, cons is te nt with We s te rn Ele ctricity Coordina ting Council (WECC)
a nd Noith Am e rica n Ele ctric  Re lia b ility Corpora tion (NERC) Re lia b ility S ta nda rds .
Applicants  s ta te  tha t, unde r the  contempla ted public-priva te  pa rtne rs hip, Wes te rn and S U

4 Id. a t 5-6.

5 Id. a t 6-7.

6 Id. a t 7.
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FERC would share  costs  and expenses re la ted to the  opera tions and maintenance  of the
Southline  P roject in proportion to the ir re spective  capacity rights .7

9. Applicants  s ta te  tha t lega l title  to va rious  Southline  P roject fa cilitie s  would be  he ld
separa te ly by Weste rn and Southline  Transmiss ion. For the  upgrade  section, Weste rn
would, with ce rta in e xce ptions , hold title  to right-of-wa y a nd tra nsmis s ion fa cilitie s . In
addition, Applicants  expla in tha t to the  extent fede ra l law pe rmits , Wes te rn would
manage  the  process  of obta ining land rights  for non-fede ra l land in the  new build section
and would lea se  those  rights  to Southline  Transmiss ion, which would own transmiss ion
facilitie s  a s  tenant improvements . Applicants  s ta te  tha t in the  case  of transmiss ion
fa cilitie s  loca te d on fe de ra l la nd or la nd owne d by a n e le ctric utility, Southline
Transmiss ion would own both the  land rights  and the  f`acilitie s .8

10. Applicants  s ta te  tha t Southline  Transmiss ion would utilize  a  rea l e s ta te  inves tment
trus t (REIT) s tructure  unde r which it would hold le ga l title  to, or a  le a se hold inte re s t in,
ce rta in Southline  Prob e t land and transmiss ion facilitie s , and capacity rights
commensura te  with its  contributions  to the  Southline  P roject, Applicants  s ta te  tha t
Southline  Transmiss ion would have  no ope ra tiona l control ove r any facilitie s  or se rvice s
tha t a re  subje ct to Commiss ion jurisdiction. According to Applica nts , the  REIT s tructure
is  an inves tment vehicle  tha t would a llow Southline  Transmiss ion to access  e fficient
sources  of capita l needed to finance  the  Southline  Project while  re se rving full ope ra tiona l
control ofjurisdictiona l s e rvice s  a nd fa cilitie s  to S U FERC a nd We s te rn. Applica nts
s ta te  tha t, unde r the  REIT s tructure , Southline  Transmiss ion would execute  a  long-te rm
lease  whereby a ll of its  ownership inte res ts  and associa ted capacity rights  in the  Southline
P roje ct would be  tra ns fe rre d to SU FERC. SU FERC would ha ve  the  e xclus ive  right to
use  the  facilitie s , a s  we ll a s  re spons ibility for ope ra tion and ma intenance  of the  new build
se ction a nd complia nce  with a ll re gula tory a nd re lia bility re quire me nts . Applica nts  s ta te
tha t SU FERC would have  a  controlling managing member inte re s t in Southline
Tra nsmiss ion. Applica nts  e xpla in tha t We s te rn would not be  pa rt of the  REIT s tructure
and would opera te  a rid ma inta in the  upgrade  section, and adminis te r a ll of its  capacity
rights  onqthe  project us ing its  exis ting non-jurisdictiona l open access  transmiss ion ta riff
(OATT).

l l. Applicants  s ta te  tha t under the  long-te rm lease  agreement to be  executed be tween
Southline  Transmiss ion and SU FERC, SU FERC would make  rent payments  tha t include
a  specified annual base  rent and a  payment based on a  percentage  of SU FERC's annual

7 ld.

Sid at 7-8.

9 rd. at 2, 8-9.
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gross  revenues  from the  Southline  Project. Although the  lease  te rm has  not ye t been
es tablished, Applicants  s ta te  tha t they anticipa te  tha t the  initia l te rm will be  be tween five
a nd 20 ye a rs , with re ne wa l options . Applica nts  e xpla in tha t S U FERC will be
responsible  for the  payment of additiona l amounts  under the  lease  a rrangement for
expenses such as insurance  premiums, taxes, and other costs  (associa ted with leasing,
se rvicing, insuring, ma inta ining, repa iring, and ope ra ting the  sys tem), the  lea se  will not
permit SU FERC to transfe r, ass ign, surrender, or otherwise  cease  to be  the  opera tor
without prior Commis s ion a pprova ls

12, Applicants  reques t tha t the  Commiss ion find tha t Southline  Transmiss ion will not
be  cons ide re d to be  a  public utility unde r se ction 20l(e ) of the  FPA if it holds  le ga l title
to, or a  leasehold inte res t in, the  Southline  Project, a s  well as  the  associa ted capacity
rights , as  described in the  Pe tition. 11 SU FERC requests  authority to charge  negotia ted
ra te s  for transmiss ion se rvice  rights  re la ted to its  inte re s t in the  Southline  Project and
authority to a lloca te  up to 100 pe rcent of its  capacity rights  through bila te ra l negotia tions
concerning key ra te s , te rms and conditions , a s  we ll a s  approva l of the  capacity a lloca tion
process proposed in the Petition. 12

13. Applicants  s ta te  tha t they anticipa te  comple ting the  Southline  Project deve lopment
activitie s  in 2015, beginning cons truction in 2016, and commencing se rvice  in 2017.13

11. Notice  of Filing a nd Re s pons ive  P le a dings

14. Notice  of Applica nts ' P e tition wa s  publishe d in the  Fede ra l Regis te r, 80 Fed. Reg.
28,613 (2015), with inte rventions  and protes ts  due  on or be fore  June  10, 2015.
Southwe s t Tra nsmiss ion De pe nde nt Utility Group (Southwe s t Group)l4 tile d a  time ly

Wad. a t 9-10.

"rd at 13.

'214 a t 18.

"r d  a t 13.

14 S outhwe s t Group is  ma de  up of: Aquila  Irriga tion Dis trict, As -Chin Ene rgy
Services , Buckeye  Wate r Conse rva tion and Dra inage  Dis trict, Centra l Arizona  Wate r
Cons e rva tion Dis trict, Ele ctrica l Dis trict No. 3, Ele ctrica l Dis trict No. 4, Ele ctrica l
Dis trict No. 5, Ele ctrica l Dis trict No. 6, Ele ctrica l Dis trict No. 7, Ele ctrica l Dis trict No. 8,
Ha rqua ha la  Va lle y P owe r Dis trict, Hohoka ni Irriga tion a nd Dra ina ge  Dis trict, Ma ricopa
County Municipa l Wa te r Dis trict No. I, McMulle n Va lle y Wa te r Cons e rva tion a nd
Dra ina ge  Dis trict, City of Ne e dle s , Roose ve lt Irriga tion Dis trict, City of S a nford,
Tonopa h Irriga tion Dis trict, a nd We llton-Moha wk Irriga tion a nd Dra ina ge  Dis trict.

Ill
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motion to inte rvene  and comments , and Arizona  Electric Power Coope ra tive , Inc. and
Southwes t Transmiss ion Coope ra tive  (colle ctive ly, the  Coope ra tive s ) filed a  time ly
motion to inte rvene  and prote s t. Applicants  filed an answer to the  Coope ra tive s ' prote s t,
the  Coope ra tives  tiled an answer to Applicants ' answer, and the  Applicants  tiled an
answer to the  Coopera tives ' answer to the ir answer.

15. Southwest Group s ta tes  tha t it is  not protes ting the  issuance  of the  decla ra tory
orde r tha t Applicants  reques t. Ins tead, it s ta te s  tha t it is  conce rned tha t the  Commiss ion
be  supplied with additiona l facts  on which it can base  its  decis ion.

16. Firs t, Southwest Group s ta tes  tha t there  a re  materia l uncerta inties  about the
Southline  Project. According to Southwest Group, the re  a re  no agreements  be tween
Applicants  and Weste rn concerning the  Southline  Project. Southwest Group s ta te s  tha t
Weste rn he ld a  mee ting on May 28, 2015, rega rding the  Southline  Project where f
customers  ra ised a  number of questions  concerning ra te  impact s tudies , line  De-energizing
re quire me nts , fa cility inclus ion, a nd ma rke ta bility of a dditiona l ca pa city. S outhwe s t
Group sta tes tha t Western agreed to look a t these  issues and respond to comments

17. Second, Southwest Group s ta tes  tha t Applicants ' representa tives  s ta ted tha t they
had not ye t contacted the  S ta te  Land Departments  of Arizona  and New Mexico, had no
arrangements  with the  owners  of exis ting substa tions  necessary for the  Project, and had
not initia ted s iring protocols  required unde r Arizona  law.16

18. Third, Southwest Group s ta tes  tha t the  environmenta l impact s ta tement process
has  been de layed for the  Southline  P roject. According to Southwes t Group, the  Bureau
of Land Management, Weste rn's  co-lead in the  process , unila te ra lly proposed re routing a
segment of the  new build portion of the  Southline  Project. Southwes t Group s ta te s  tha t
this  proposa l has  engendered s ignificant oppos ition to the  Southline  Project with this
re routing included, and it is  not known how the  agencies  will proceed. 17

19. Fina lly, Southwes t Group s ta te s  tha t while  Applicants  may not have  captive
customers, Western does. Southwest Group sta tes  tha t any costs  tha t Western absorbs

15 S outhwe s t Group Com m e nts  a t 4 .

1614.

17 rd. at 5.
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will have  to be  recouped from its  ra tepayers , and the re fore  Applicants ' proposa l impacts
captive  cus torne rs .l8

20. In the ir protes t, the  Coopera tives  mainta in tha t the  Pe tition does  not answer
numerous factua l questions  tha t would substantia te  the  basis  for the  issuance  of a
decla ra tory orde r by the  Commiss ion. The  Coopera tives  a rgue  tha t the  Pe tition presents  a
new type  of transmiss ion project, in tha t the  Southline  P roject will include  both a  new
build portion and an upgrade  of the  exis ting Wes te rn 115 kV transmiss ion line s . The
Coopera tives  s ta te  tha t while  the  Pe tition re fe rences  Weste rn's  continued ownership of its
portion of the  Southline  Project, the  de linea tion of ownership rights  and a ss igned
capacity in the  upgrade  a re  not we ll de fined. The  Coopera tives  s ta te  tha t they a re
concerned tha t many of the  needed de ta ils  regarding Weste rn's  pa rticipa tion in the
Southline  P roject a re  miss ing from the  Pe tition, and tha t the  Pe tition fa ils  to provide
necessary assurances tha t exis ting Western transmission customers would not bear the
financia l risk for the  additiona l inves tment in the  upgrade  facilitie s .19

2 l. The  Coopera tives  assert tha t the  Pe tition ra ises  important questions  regarding the
e ffect of is suing a  decla ra tory orde r while  Weste rn is  s till in the  decis ion-making phase
rega rding its  pa rticipa tion. They s ta te  tha t Applicants  have  reques ted a  fa r-reaching
decla ra tory orde r ins tead of s imply reques ting a  discla imer of jurisdiction ove r Southline
Transmiss ion, and have  included a  reques t for authoriza tion to se ll transmiss ion se rvice  a t
negotia ted ra tes , and have  a lso included a  request for approval of a  proposed capacity
a lloca tion process . The  Coopera tives  s ta te  tha t the  precedent tha t Applicants  have  re lied
upon involves  a  na rrowly ta ilored applica tion for negotia ted ra te  authority and approva l
of a  capacity a lloca tion process  and re levant wa ive rs  and not a  pe tition for a  decla ra tory
orde r."

22. The  Coopera tives  asse rt tha t the re  is  a  potentia l for fa r-reaching e ffects  if the
Commiss ion grants  the  Pe tition a s  submitted. They a rgue  tha t if a  Commiss ion
decla ra tory orde r is  cons trued iii a  la rge r context to manda te  a  decis ion and action by
Weste rn, the  Commiss ion will have  usurped the  jurisdictiona l pre roga tive  of Weste rn and
its  s ta tutory requirements . The  Coope ra tives  a sse rt tha t de linea tion of re spons ibilitie s
be tween the  parties  and be tween the  Commission and Weste rn remains  unse ttled. They
s ta te  tha t while  Applicants  admit tha t Wes te rn's  portion of the  Southline  P roject is  not
subject to Commiss ion jurisdiction, othe r s ta tements  by Applicants  sugges t tha t the

18 14/.

19 Cooperatives ' Protest a t 4-5 .

z0 Id. at 6 (citing Plains and Eastern Clean Line, LLC, 148 FERC 1161,122 (2014),
Grain Bell Express Clean Line LLC, 147 FERC 1161,098 (2014) (Grain delI)).
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Commiss ion will e xe rcise  jurisdiction ove r a  portion of the  upgra de  se ction. According
to the  Coopera tives , this  presents  a  ques tion of firs t impress ion regarding whe ther, or a t
wha t point, Wes te rn's  jurisdiction ove r a  transmiss ion line  it ha s  built, owns , and
mainta ins , cedes to the  Commission because  the  transmission line  has increased capacity
tha t ma y a fford ca pa city rights  to a  third pa rty de ve lope r."

23. The  Coopera tives  a rgue  tha t while  Applicants  s ta te  tha t they will a ssume  a ll
marke t risks  a ssocia ted with the  Southline  Project, the ir s ta tement fa ils  to acknowledge
tha t Western has  current customers  who would shoulder the  expense  and cost of the
upgrade  portion of the  Southline  Project if the  deve loper is  unable  to secure  a  purchaser
for capacity ove r tha t portion of the  line . The  Coope ra tive s  ma inta in tha t the  Pe tition is
a lso unclea r rega rding whe the r, or to wha t extent, Wes te rn will provide  debt financing for
the  Southline  P roject. They a sse rt tha t if Applicants  decline  to re ly on Wes te rn's
Transmiss ion Infra s tructure  P rogram (TIP) a s  a  source  of debt financing, then
Applica nts ' re pre se nta tion of ma rke t risk is  fully cre dible . Howe ve r, the  Coope ra tive s
a rgue  tha t if Applicants  de te rmine  tha t the  fede ra l government should provide  some  or a ll
of the  debt funding, it is  unclea r whe the r Commiss ion policy supports  Applicants  '
request in the  Pe tition.22

24. The  Coopera tives  ma inta in tha t numerous  ques tions  involved in inte rconnection,
design, and cost responsibility have  not been answered, in part because  Western's
pa rticipa tion is  not de fined. There fore , the  Coopera tives  s ta te  tha t any orde r address ing
the  Pe tition should not pre judice  the  impact of any subsequent de te rmina tions  on
inte rconnection and cost responsibilitie s ,.23

25. The  Coopera tives  a rgue  tha t the  Commiss ion should deny the  Pe tition without
pre judice  due  to insufficient informa tion. They a rgue  tha t once  Wes te rn de te rmines
whe the r or not it will pa rticipa te  in the  upgrade  portion of the  Southline  P roject and the
full de ta ils  of tha t pa rticipa tion have  been fully ve tted, Applicants  could re -file  a  reques t
with the  Commiss ion for the  necessa ry approva ls  and waivers  tha t a re  appropria te  for the
upgrade  portion of the  Southline  Project.24

26. In response , Applicants  s ta te  tha t the  Coopera tives  a re  incorrect in asse rting tha t
they have  submitted a  broad based pe tition tha t seeks  a  fa r-reaching decla ra tory order.

z1  rd .  a t 6 -7 .

Hzrd. at 8.

23 rd. at 9.

24 rd. at 9-10.

I l
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Applicants  s ta te  tha t the  pe tition for decla ra tory orde r is  the  appropria te  vehicle , a s  the
Commiss ion has  previous ly approved negotia ted ra te  authority and capacity a lloca tion
mechanisms  in decla ra tory orde rs , as  well as  in FPA section 205 proceedings .

27. Applicants  s ta te  tha t the  Southline  Project is  conceptua lly cons is tent with othe r
merchant projects  tha t the  Commiss ion has  approved. Applicants  s ta te  tha t in Lucky
Corridor, LLC,26 the  Commission granted negotia ted ra te  authority and waivers  of ce rta in
Commiss ion regula tions  in connection with a  prob e t tha t would upgrade  a  93-mile  Tri-
S ta te  Gene ra tion and Transmiss ion Associa tion, Inc. (Tri-S ta te ) transmiss ion line  from
l 15 kV to 230 kg. Applica nts  s ta te  tha t, like  the  upgra de  portion of the  Southline
P roje ct, the  a pplica nt in Luc/ry Corridor would have  capacity rights  on the  upgraded
portion of the  line , but Tri-S ta te  would re ta in owne rship of the  right~of-wa y a nd
tra nsmis s ion fa cilitie s . Applica nts  s ta te  tha t, a s  in Lucky Corridor, where  the  project
cos ts  would not be  included in the  ra te s  unde r the  Tri-S ta te  GATT, Southline
Transmiss ion cos ts  would not be  included in ra tes  under the  Weste rn A r r . "

28. Applicants  a lso s ta te  tha t the  Coopera tives  a re  incorrect in suggesting tha t granting
the  Pe tition could have  jurisdictiona l consequences  for Wes te rn. Applicants  ma inta in
tha t the  Coopera tives  have  not shown how granting the  Pe tition could be  construed as
manda ting a  decis ion by Wes te rn tha t would re sult in usurping Wes te rn's  jurisdictiona l
prerogative. 28

29. Applicants  s ta te  tha t the  Pe tition does  not sugges t Commiss ion jurisdiction over
Wes te rn a s  a  public utility. Ra the r, the  Pe tition expla ins  tha t the  Commiss ion would have
full jurisdiction ove r S U FERC; We s te rn a nd S outhline  Tra nsmiss ion would ma inta in
separa te  ownership inte res ts  in the  Southline  Project, and Weste rn would mainta in
owne rship of its  e xis ting upgra de d tra nsmiss ion fa cilitie s . Applica nts  note  tha t the
Pe tition expla ins  tha t Weste rn would opera te  and mainta in the  upgrade  section, SU FERC
would ope ra te  and ma inta in the  new build section, and SU FERC and Weste rn would
each have  the ir own OATT. Applicants  s ta te  tha t to the  extent tha t the  Coope ra tives
a rgument is  based on the  fact tha t Southline  Transmiss ion would have  capacity rights  on

25 Applica nts ' Answe r a t 3 (citing Sur Zia  Tra nsmiss ion, LLC, 135 FERC 1161,169
(201 1) (SL1nZio), Zephyr P owe r Tra nsmis s ion, LLC, 139 FERC 1161,020 (2012))

26 141 FERC 1161,002 (2012) (Lucky Corridor).

27 Applicants ' Answer a t 4.

pa rd .
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facilitie s  tha t Weste rn owns, the  Commiss ion has  found tha t s tructure  acceptable  in Lucky
C o rrid o r. "

30. Applicants  asse rt tha t the  information the  Coopera tives  seek is  not re levant to the
Pe tition and evidences  a  misunde rs tanding of the  Commiss ion's  policy rega rding
merchant transmiss ion projects . Applicants  s ta te  tha t the  Commiss ion has  previous ly
recognized tha t regula tory ce rta inty is  e ssentia l for the  deve lopment of such projects  and
has  authorized negotia ted ra tes  and approved capacity a lloca tion mechanisms prior to
fina l de te rmina tions  rega rding merchant transmiss ion project route s , commercia l
agreements , technica l specifica tions , and the  comple tion of environmenta l s tudies  and
sta te  s iring authoriza tions .30 Applicants  a rgue  tha t the  absence  of Commiss ion action
would crea te  a  s itua tion where  merchant projects  could not fina lize  the ir commercia l
a rrangements  and obta in financing without regula tory ce rta inty, but could not obta in
re gula tory ce rta inty without fina lizing the ir comme rcia l a rra nge me nts . Applica nts  s ta te
tha t this  would conflict with the  Commiss ion's  policy of e ncoura ging me rcha nt
transmiss ion projects .3l

31. Applicants  a rgue  tha t a  fina l decis ion by Weste rn on pa rticipa tion in the  Southline
Project is  not necessa ry for the  Commiss ion to grant the  Pe tition. Applicants  s ta te  tha t
the  Commission can act based on the  circumstances  tha t the  Pe tition contempla tes , and if
the  fina l a rrangements  be tween Applicants  and Weste rn ma te ria lly diffe r from those
outlined in the  Pe tition, Applicants  could not re ly upon the  re sulting decla ra tory orde r.32
Applicants  a lso a rgue  tha t the  Coopera tives ' a rgument tha t the  Pe tition fa ils  to ensure  tha t
Weste rn cus tomers  would not bea r the  financia l risk for the  additiona l inves tment in the
upgra de  fa cilitie s  is  irre le va nt. Applica nts  s ta te  tha t We s te rn's  portion of the  Southline
P roje ct is  not a  me rcha nt line . According to Applica nts , We s te rn would utilize  ra te s
under its  exis ting ta riffs , not negotia ted ra tes , and Weste rn's  ra tes  a re  not a t issue  in this
proceeding.33

29 Id. at 5 .

30 Id. at 6 (citing Plains and Eastern, 148 FERC 1161,122 at P 4, Grain Belt, 147
FERC 'H 61,098 at P 3, Lucky Corridor, 141 FERC '1161,002 at PP 5, 12, SzmZia, 135
FERC 1161,169 at P 7).

31 Id. a t 7 (citing Mo1"ongo Trcnfzsmission LLC, 148 FERC ii 61,139, a t P  17 (2014)
(recognizing tha t the  proposed project's  success  was  dependent upon rece iving regula tory
a pprova ls )).

" m m &

33 rd .  a t 8 -9 .
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32. Applicants  deny tha t Weste rn cus tomers  could be  exposed to cos t shifting if
Applicants  a re  unable  to secure  a  purchaser for transmission capacity over the  upgrade
portion of the  Southline  P roject. Applicants  s ta te  Wes te rn's  re cove ry of project cos ts  in
its  ra te s  is  a  ma tte r for a  diffe re nt forum. Additiona lly, Applica nts  a rgue  tha t the y
assume a ll marke t risk associa ted with the  Southline  Project, and as  a  practica l ma tte r, if
Applicants  a re  unable  to secure  cus tomers  for the ir capacity, they would be  unable  to
finance  and cons truct the  Southline  Project, making any cos t shifting imposs ible .

33. Iii response , the  Coopera tives disagree  tha t Western's  ra tes  are  not a t issue  here .
They s ta te  tha t Weste rn has  expla ined tha t the  new build portion of the  Southline  Project
may become part of Weste rn's  Pa rker Davis  transmiss ion sys tem. The  Coopera tives  s ta te
tha t ope ra tion and maintenance  of the  new build section by SU FERC has  financia l
implica tions  for cus tomers  tha t re ly on Weste rn's  transmiss ion a sse ts , many of which
must re ly on the  Pa rke r-Davis  transmiss ion sys tem. According to the  Coope ra tives , the re
is  a  captive  cus tomer base  within the  Pa rke r-Davis  transmiss ion sys tem. The
Coopera tives  s ta te  tha t this  has  a  factua l bearing on the  Pe tition and should encourage
denia l of the  Pe tition until the  ques tion of Wes te rn's  pa rticipa tion has  been de te rmined."

34. Applicants  s ta te  in re sponse  tha t Weste rn's  potentia l acquis ition of capacity rights
on the  new build segment is  cons is tent with SU FERC's  ope ra tion and ma intenance  of
tha t segment. Applicants  a lso ma inta in tha t Weste rn's  cos t recove ry me thodology and its
assessment of capacity rights  tha t it may acquire  on the  new build segment a re  irre levant
to Applica nts ' re que s te d re lie f. Applica nts  s ta te  tha t gra nting the  Pe tition would not
a llow SU FERC to recover costs  from Weste rn customers .36

35. Fina lly, Applicants  s ta te  tha t they do not object to the  Coopera tives ' reques t tha t
the  Commiss ion s ta te  in its  decla ra tory order tha t the  order does  not re solve  any
inte rconnection ma tte rs .

A. P ro c e d u ra l Ma tte rs

36. Pursuant to Rule  214 of the  Commiss ion's  Rules  of Practice  and Procedure ,

the  entitie s  tha t filed them pa rtie s  to this  proceeding.

M Y

35 Coopera tives ' Answer a t 3-4.

36 Applicants ' Answer to Answer a t 3-4.

37 Applicants ' Answer a t 10.
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37. Rule  2l3(a )(2) of the  Commiss ion's  Rule s  of P ractice  and P rocedure , 18 C.F.R.

orde red by the  decis iona l authority. We  will a ccept the  answers  filed in this  proceeding
because  they have  provided information tha t ass is ted us  in our decis ion-making process .

B. Ne g o tia te d  Ra te  Au th o rity

38. In address ing reques ts  for negotia ted ra te  authority from merchant transmiss ion
provide rs , the  Commiss ion is  committed to fos te ring the  deve lopment of such projects ,
but it requires  tha t reasonable  and meaningful protections  be  in place  to prese rve  open
access  principles  and to ensure  tha t the  resulting ra tes  for transmission se rvice  a re  jus t
and reasonable .38 The  Commiss ion's  ana lys is  for eva lua ting negotia ted ra te  applica tions
focuses on four areas of concern: (1) the  justness and reasonableness of the  ra tes , (2) the
pote ntia l for undue  discrimina tion, (3) the  pote ntia l for undue  pre fe re nce , including
a ffilia te  pre fe rence , and (4) regiona l re liability and ope ra tiona l e fficiency requirements .39

1 . P olicy S ta te me nt

39. On January 17, 2013, the  Commiss ion issued the  Policy S ta tement to cla rify and
re fine  its  policie s  gove rning the  a lloca tion of capacity for new merchant transmiss ion
projects  and new nonincumbent, cost-based, participant-funded transmission projects .40
The  Commiss ion a llows the  deve loper of a  new merchant transmiss ion project to se lect a
subse t of cus tomers , based on not unduly discrimina tory or pre fe rentia l crite ria , and
negotia te  directly with those  cus tomers  to reach agreement for procuring up to
100 pe rcent of transmiss ion capacity when the  deve lope r (l) broadly solicits  inte re s t in

38 See, e .g., Hudson Transmission, 135 FERC 1161,104, a t Ordering Paragraph (A)
(2011) (authorizing Hudson Transmiss ion to cha rge  negotia ted ra te s  for transmiss ion
s e rvice ), Mo izntclin S ta tes  Transmiss ion Inte rtie , LLC, 127 FERC 1161,270, at PP 57, 59
(2009) (denying a  request to charge  negotia ted ra tes  on a  merchant transmission project
because , among other things , sufficient protections  did not exis t to ensure  tha t ra tes  for
se rvice  would he  jus t and reasonable ), Tra ns Ene rgie  US ., Ltd., 91 FERC 1161,230, at
61 ,838-39 (2000) (accepting a  request to charge  negotia ted ra tes on a  merchant
transmiss ion project, subject to conditions  address ing, among othe r things , the
merchant's  open season proposa l).

39 Chinook Power Transmission, LLC, 126 FERC 1161,134, at P 37, order on
re/1 'g, 128 FERC 61,074 (2009) (Chinook).

40 Allocation of Capacity on New Merchant Transmission Projects and New Cost-
Based, Particu9ar1t-Fztnded Tran.s'mission Projects; Priority Rights to New Participant-
Funded Transmission, 142 FERC 1161,038, at P l (2013) (Policy Statement).
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the  prob act from potentia l customers and (2) demonstra tes  to the  Commission tha t the
deve loper has  sa tis fied the  solicita tion, se lection, and negotia tion process  se t forth in the
Policy S ta tement.4l To the  extent the  deve lope r complie s  with these  requirements , the
Commiss ion will find tha t the  deve lope r has  sa tis fied the  second (undue  discrimina tion)
a nd third (undue  pre fe re nce ) fa ctors  of the  four-fa ctor a na lys is ."

40. Under the  Policy Sta tement, once  a  developer has  identified a  subse t of customers
through the  open solicita tion process , the  Commiss ion will a llow the  deve lope r to engage
in bila te ra l negotia tions  with each potentia l cus tomer. In the se  negotia tions , the
Commiss ion will a llow for dis tinctions  among prospective  cus tomers  ba sed on
transpa rent and not unduly discrimina tory or pre fe rentia l crite ria , with the  potentia l re sult
tha t a  s ingle  cus tomer, including an a ffilia te , may be  awarded up to 100 pe rcent of the
transmission capacity. 43

2. Four-Fa ctor Ana lys is

a. Factor One: Just and Reasonable Rates

41. To approve  negotia ted ra tes  for a  transmiss ion project, the  Commiss ion must find
tha t the  ra tes  a re  just and reasonable .'*4 To do this , the  Commission must de te rmine  tha t
the  merchant transmiss ion owner has  a ssumed the  full marke t risk for the  cos t of
cons tructing its  propose d tra nsmiss ion proje ct. Additiona lly, the  Commiss ion mus t
de te rmine  whe the r the  proje ct is  be ing built within the  footprint of the  me rcha nt
tra nsmiss ion owne r's  (or a n a ffilia te 's ) tra ditiona lly re gula te d tra nsmiss ion sys te m, if so,
the  Commiss ion must de te rmine  tha t the re  a re  no captive  cus tomers  who would be
required to pay the  cos ts  of the  project. The  Commiss ion a lso cons ide rs  whe the r the
merchant transmiss ion owner or an a ffilia te  a lready owns  transmiss ion facilitie s  in the
particula r region where  the  project is  to be  loca ted, wha t a lte rna tives  cus tomers  have ,
whe the r the  merchant transmiss ion owner is  capable  of e recting any ba rrie rs  to entry
among competitors , and whe the r the  merchant transmiss ion owner would have  any
ince ntive  to withhold ca pa city.

16.

4214 . P  15 .

43 rd . P  28 .

44 See Chczmploin Hudson Power Express, Inc., 132 FERC 1161,006, at P 17
(2010) (Chczmploin Hudson).
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i. Applica nts ' P ropos a l

42. Applicants  s ta te  tha t they assume a ll marke t risks  associa ted with the  Southline
Project. They s ta te  tha t SU FERC is  a  new marke t entrant tha t has  no exis ting facilitie s
in the  re gion a nd no a ffilia te s  tha t own tra nsmiss ion fa cilitie s  in the  re gion. Applica nts
s ta te  tha t Southline  Transmiss ion does  not have  an ownership inte res t in facilitie s  othe r
than the  Southline  Project, and they therefore  do not have  any captive  customers , and
ne ithe r SU FERC nor any a ffilia te  owns  or controls  any ba rrie rs  to marke t entry or has
any incentive  to withhold capacity from the  Southline  P roject.45

43. Applicants  s ta te  tha t because  potentia l customers  can pursue  a lte rna tive
transmiss ion se rvice  from incumbent transmiss ion owners  a t cos t-of-se rvice  ra te s ,
cus tomers  will purchase  transmiss ion se rvice  from SU FERC only to the  extent tha t it is
cos t-e ffective  to do so. Applicants  a lso s ta te  tha t the  Commiss ion has  previous ly found
tha t the  negotia ted ra tes  tha t merchant transmiss ion customers  a re  willing to pay a re
e ffective ly capped by the  diffe rence  in the  marke t price  for power a t e ithe r end of the
line .

44. Fina lly with respect to jus t and reasonable  ra tes , Applicants  s ta te  tha t the
Southline  Project is  not loca ted in an a rea  tha t is  se rved by a  regiona l transmiss ion
organiza tion (RTO) or independent sys tem ope ra tor (ISO), but SU FERC commits  tha t it
will file  a nd obta in Commiss ion a pprova l of a n OATT prior to comme ncing s e rvice . In
addition, should the  Commiss ion approve  an RTO or ISO for the  region in which the
Southline  P roje ct will ope ra te , SU FERC commits  to join such a n orga niza tion if it is
reasonable  to do so.

ii. Commis s ion De te rmina tion

45. Based upon the  informa tion provided in the  Pe tition, we  conclude  tha t Applicants  '
reques t for authority for SU FERC to cha rge  negotia ted ra te s  for se rvice  on the  Southline
P roje ct me e ts  the  firs t ofthe  Chinook factors , tha t is , the  ra tes  will be  jus t and reasonable .
Applicants  a re  a ssuming full financia l risk for the  Southline  P roject, have  no captive
cus tomers , and ne ithe r SU FERC nor any a ffilia te  owns  or ope ra te s  transmiss ion facilitie s
in the  re gion se rve d by the  S outhline  P roje ct. Additiona lly, no e ntity is  re quire d to
purchase  transmiss ion se rvice  from SU FERC, and cus tomers  have  the  a lte rna tive  of
purchas ing transmiss ion from incumbent transmiss ion owne rs  in the  region. Furthe r, SU
FERC and its  a ffilia te s  cannot e rect any ba rrie rs  to entry or exe rcise  marke t power on the
Southline  Project because , a s  noted above , they do not own or control any transmiss ion
fa cilitie s  in the  re gion. In a ddition, S U FERC commits  tha t it will file  a nd obta in
Commiss ion a pprova l of a n OATT prior to comme ncing se rvice , a nd commits  to join a nd

45 Petition at 20.
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RTO or ISO should the  Commiss ion approve  such an organiza tion for the  region in
which the  Southline  Project will ope ra te . Accordingly, based upon these  representa tions ,
we  conclude  tha t the  requested negotia ted ra te  authority will result in jus t and reasonable
ra te s  for se rvice  on the  Southline  Project.

46. The  inte rveners ' comments  ra ise  a  number of issues  which appear to be  re la ted to
the  ques tion of captive  cus tomers , specifica lly, Wes te rn's  captive  cus tomers . Howeve r,
as  discussed be low, the  question of whether or not Western has  captive  customers  is  not
ge rmane  to the  Commiss ion's  ana lys is  to de te rmine  whe the r or not Applicants  should be
granted the  negotia ted ra te  authority they request.

47. Unde r the  Policy S ta tement, if a  prob e t is  be ing cons tructed within the  footprint of
the  me rcha nt tra nsmiss ion owne r's  (or a n a ffilia te 's ) tra ditiona lly re gula te d tra nsmiss ion
system, the  Commiss ion must de te rmine  tha t the re  a re  no captive  cus tomers  who would
be  required to pay the  cos ts  of the  project. According to the  Pe tition, the  Southline
Prob act is  not be ing built within a  traditiona lly regula ted transmiss ion sys tem of
Applicants  or any a ffilia te  of Applicants . The  inte rvene rs  a re , of course , conce rned about
Western's  captive  customers , but Weste rn, an agency of the  federa l government, is  not an
a ffilia te  of Applica nts .

48. The  pro fo/*ma OATT provide s  tha t a n "a ffilia te " of a n e ntity is  a n e ntity tha t it
controls  or tha t controls  it.46 Affilia tion for purpose s  of Commiss ion re gula tion mos t
commonly a rises  through the  acquis ition of ce rta in cla sses  of securitie s  of an entity tha t
re pre se nt a  controlling inte re s t in it." We s te rn is  a  powe r ma rke ting a dminis tra tion
within the  Department of Energy and is  thus  an agency of the  fede ra l government.
Priva te  pa rtie s  such as  Applicants  do not hold ownership inte res ts  in Weste rn, and the re
is  no ba s is  to conclude  tha t Applicants  could othe rwise  control Wes te rn. For its  pa rt,
Weste rn has  no ownership inte res ts  in e ithe r Southline  Transmiss ion or SU FERC and
doe s  not othe rwise  control Applica nts . In a ddition, a s  Applica nts  e xpla in; We s te rn a nd
Southline  Transmiss ion would ma inta in sepa ra te  ownership inte res ts  in the  Southline

46 The  de finitions  section ofthe  pro forma OATT de fine s  the  te rm "a ffilia te " a s
follows  :

1 .1  Affilia te

With respect to a  corpora tion, pa rtne rship or othe r entity, each such other
corpora tion, pa rtne rship or othe r e ntity tha t dire ctly or indire ctly, through
one  or more  inte rmedia rie s , controls , is  controlled by, or is  unde r common
control with, such corpora tion, pa rtne rship or othe r e ntity.

47 See 18 c.F.R. § 3543(8> (2015).
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Project. The  fact tha t Southline  Transmiss ion would have  capacity rights  on Wes te rn
facilitie s , and tha t Wes te rn would acquire  capacity rights  on the  transmiss ion facilitie s
tha t Applicants  will own, does  not e s tablish an a ffilia te  re la tion be tween them, and they
re ma in fully inde pe nde nt of e a ch othe r. In brie f, no a ffilia te  re la tions  e xis t be twe e n
Applicants  and Weste rn.

49. While  Weste rn may have  captive  cus tomers , and SU FERC will opera te  and
ma inta in the  new build section of the  Southline  P roject tha t will se rve  Wes te rn
customers , a s  Applicants  point out those  cus tomers  will be  se rved a t cos t-of-se rvice  ra tes
unde r We s te rn's  OATT. S U FERC will ha ve  ne ithe r a uthority ove r We s te rn nor a n
a bility to control We s te rn tha t would a llow SU FERC to re cove r cos ts  from We s te rn
cus tomers . Moreove r, Applicants  have  s ta ted tha t they will a s sume  a ll ma rke t risk
associa ted with the  Southline  Project. Applicants  have  a lso s ta ted tha t, a s  a  practica l
matte r, if they were  unable  to secure  cus tomers  for the ir capacity they would be  unable  to
finance  and cons truct the  Southline  P roject, which would make  any cos t shifting
impossible .48

50. With regard to the  other concerns  tha t the  inte rveners  have  ra ised, we  cla rify tha t
nothing in this  order should be  construed to manda te  any decis ion and action by Weste rn;
thus  nothing in this  orde r usurps  Wes te rn's  jurisdictiona l pre roga tive  or its  s ta tutory
dutie s . Contra ry to the  Coope ra tive s ' conce rn, granting the  reques ted pe tition for
de cla ra tory orde r will not tra ns fe r to the  Commiss ion We s te rn's  jurisdiction ove r a
transmiss ion line  it owns , ope ra te s , and ma inta ins . The  fact tha t a  third-pa rty deve lope r
acquire s  capacity rights  on Wes te rn facilitie s  from Wes te rn will not a ffect Wes te rn's
authority ove r those  facilitie s  any more  than We 's te rn's  acquis ition of capacity rights  on
the  ne w build se ction of the  S outhline  P roje ct will a ffe ct the  Commiss ion's  jurisdiction
ove r those  fa cilitie s .

48 Given Western's  independence , we do not agree  tha t Applicants  a re  able  to
de te rmine  tha t the  fede ra l gove rnment should provide  some  or a ll of the  debt funding
through TIP  funding. Se e  Coope ra tive s ' P rote s t a t 8. As  Applica nts  note , We s te rn's  TIP
implements  section 402 of the  American Recovery and Re inves tment Act of 2009, Pub.
L. No. 111-5, I 402, 123 S ta t. 115, 141-143 (2009) (Recove ry Act), for the  purpose  of
cons tructing, fina ncing, fa cilita ting, pla nning, ope ra ting, ma inta ining, or s tudying
cons truction of new or upgraded e lectric power transmiss ion line s  a rid re la ted facilitie s
with a t le a s t one  te rminus  within We s te rn's  se rvice  te rritory, to de live r or fa cilita te  the
de livery of power genera ted by renewable  energy resources  constructed, or reasonably
expected to be  constructed, a fte r the  da te  the  Recovery Act was  enacted. Pe tition a t 2,
ii. l. Unde r the  Re cove ry Act, We s te rn is  the  borrowe r of TIP  funds  a nd is  thus

(20 l2).
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5 l. Furthe rmore , because  Weste rn will ma inta in its  independence  and authority, we  do
not see  any basis  to conclude  tha t Applicants  a re  seeking a  fa r-reaching decla ra tory order
tha t could a ffect Weste rn and its  cus tomers  and tha t additiona l factua l support is  required
be fore  the  Commiss ion can act on the  Pe tition. Applicants ' Pe tition seeks  negotia ted ra te
authority and approva l of a  capacity a lloca tion mechanism for SU FERC, and they have
provided a  sufficient bas is  to conclude  tha t the ir proposa l sa tis fie s  the  requirements  of the
Policy S ta tement and Commiss ion precedent a s  to whe the r the ir ra te s  will be  jus t and
reasonable . As  Applicants  have  pointed out, the  Commiss ion has  on a  number of
occasions authorized negotia ted ra tes  and approved capacity a lloca tion mechanisms for
me rcha nt tra nsmiss ion proje cts  prior to fina liza tion of proje ct route s , fina liza tion of
commercia l agreements , de te rmina tion of technica l specifica tions , and comple tion of
environmenta l s tudies  and s ta te  s iring authoriza tions .49 Given the  importance  of
regula tory ce rta inty rega rding negotia ted ra te  authority for securing project financing and
comple tion of othe r commercia l a rrangements , it is  appropria te  for the  Commiss ion to act
on the  Pe tition a t this  time .

52. Fina lly, in re sponse  to the  Coopera tives ' reques t, we  cla rify tha t this  orde r does
not address  or resolve  any inte rconnection matte rs .

b. Fa c to r Two : Un d u e  Dis c rimin a tio n

53. The  Policy S ta tement a llows a  deve loper to demonstra te  tha t approva l of its
a pplica tion will not re sult in a ny undue  discrimina tion or pre fe re nce  by conducting a n
open solicita tion tha t broadly solicits  inte re s t in the  project from potentia l cus tomers  and,
following the  solicita tion process , demons tra ting to the  Commiss ion tha t it ha s  sa tis fied
the  solicita tion, se lection, and negotia tion process  crite ria  se t forth in the  Policy
Sta tements(

54. In addition, applicants  must issue  broad notice  of the  project in a  way tha t ensures
tha t a ll potentia l and inte res ted customers  a re  informed of the  proposed project, such as
by placing notice  in trade  magazines  or regiona l ene rgy publica tions . The  notice  should
include  deve lope r points  of contact, pe rtinent project da te s , and sufficient technica l
specifica tions  and contract informa tion to inform inte res ted cus tomers  of the  na ture  of the
proje ct, including the  following: (1) proje ct s ize /ca pa city, (2) e nd points  of the  line , (3)

4) Plains and Eastern, 148 FERC 1161,122 at P 4, Grain Belt, 147 FERC 1161,098
at P 3, Lucky Corridor, 141 FERC 'H 61,002 at PP 5, 12, Sz¢nZic1, 135 FERC 161,169 at
P 7.

50 Policy Statement, 142 FERC 1161,038 at P 16.

23.
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projected construction and/or in-se rvice  da tes , (4) type  of line , (5) precedent agreement
(if deve loped), and (6) othe r capacity a lloca tion a rrangements  (including how the
deve lope r will address  potentia l ove rsubscription of capacity).52 The  deve lope r should
a lso specify in the  notice  the  crite ria  it plans  to use  to se lect transmiss ion cus tomers . The
deve lope r may a lso adopt a  specific se t of objective  crite ria  tha t it will use  to rank
prospe ctive  cus tome rs , provide d it ca n jus tify why such crite ria  a re  a ppropria te . Fina lly,
the  Commiss ion expects  the  deve loper to upda te  its  notice  if the re  a re  any mate ria l
changes  to the  na ture  of the  project or the  s ta tus  of the  capacity a lloca tion process , in
pa rticula r to ensure  tha t inte res ted entitie s  a re  informed of any remaining ava ilable
capacity.53

55. The  Commission s ta ted in the  Policy S ta tement tha t merchant deve lopers  must
disclose  the  re sults  of the ir capacity a lloca tion process  for approva l under section 205 of
the  FPA.54 Deve lopers  must demonstra te  tha t the  processes  tha t led to identifying
transmission customers  and executing the  re levant contractua l a rrangements  a re
consis tent with the  Policy S ta tement and the  Commiss ion's  open access  principles .
Specifica lly, the  deve loper should describe  the  crite ria  tha t were  used to se lect cus tomers ,
any price  te rms, and any risk-sharing te rms and conditions  tha t se rved as  the  bas is  for
identifying transmiss ion customers  se lected versus  those  tha t were  not, a s  we ll a s  provide
ce rta in informa tion lis ted in the  Policy S ta tement in orde r to provide  transpa rency to the
Commiss ion and inte res ted pa rtie s .55 The  Commiss ion emphasized in the  Policy
Sta tement tha t the  information in the  post-se lection demonstra tion is  an essentia l pa rt of a
merchant deve loper's  request for approva l of a  capacity a lloca tion process , and tha t the
deve loper will have  the  burden to demonstra te  tha t its  process  was  in fact not unduly
discrimina tory or pre fe rentia l, and resulted in ra te s , te rms, and conditions  tha t a re  jus t and
reasonable .56 The  Commiss ion a llows deve lopers  discre tion in the  timing of reques ts  for
approva l of capacity a lloca tion processes . The  Policy S ta tement provides  two examples .
Firs t, a  deve lope r can seek approva l of its  capacity a lloca tion approach a fte r having
comple ted the  process  of se lecting cus tomers  in accordance  with Commiss ion policie s .
Alte rna tive ly, a  deve lope r can firs t seek approva l of its  capacity a lloca tion approach, and
then can demonstra te  in a  compliance  filing filed in re sponse  to the  Contrniss ion's  orde r

52 rd . P  20 .

53 rd. PP 24-27.

54 16 U.s.c. § 82nd (2012).

55 Policy Statement, 142 FERC 1] 61,038 at P 30.

561 4 . P  32 .
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approving 'tha t approach tha t the  deve loper's  se lection of customers  was  consis tent with

i. Applica nts ' P ropos a l

56. SU FERC reques ts  approva l to a lloca te  up to 100 pe rcent of its  initia l capacity
rights  on the  Southline  P roject to anchor cus tomers . Applicants  s ta te  tha t they will use  an
open solicita tion process  in which they will is sue  a  broad notice  to ensure  tha t a ll
potentia l and inte re s ted cus tomers  a re  informed of the  Southline  P roject. At a  minimum,
Applicants  s ta te , the  notice  will be  pos ted on the  Southline  P roject's  webs ite , wide ly
dis tributed through indus try and s takeholde r outle ts  and published in regiona l news
outle ts  and ene rgy publica tions . Applicants  s ta te  tha t the  notice  will include  the  types  of
informa tion identified in the  Policy S ta tement, the  appropria te  points  of contact, pe rtinent
Southline  P roject da te s , sufficient technica l specifica tions , and contract informa tion to
inform inte res ted pa rtie s  of the  na ture  of the  Southline  Project and SU FERC's  cus tomer
se lection screening factors  and ranking crite ria .58 Applicants  s ta te  tha t the  notice  will
a lso provide  inte re s ted pa rtie s  with the  option to reques t a  mee ting with SU FERC
representa tives  and othe r s takeholde rs  to discuss  bid cons ide ra tions  and will commit SU
FERC to host a  confe rence  to address  questions  from inte res ted partie s . Applicants  s ta te
tha t SU FERC will a lso provide  a  pa ssword-prote cte d we bs ite  to provide  a dditiona l
information reques ted by potentia l cus tomers . Applicants  s ta te  tha t any ma te ria l changes
to the  na ture  of the  Southline  Project or the  s ta tus  of the  capacity a lloca tion process  will
be  re flected in an upda ted notice  and prominently displayed on the  Southline  Project's
website  in a  time ly manner to ensure  tha t inte res ted pa rtie s  a re  informed of any remaining
available  capacity.59

57. Applicants  s ta te  tha t they have  deve loped objective  crite ria  to se lect and rank
potentia l cus tomers  seeking Southline  Project capacity through negotia ted agreements .
Applica nts  s ta te  tha t S U FERC will utilize  initia l cus tome r scre e ning crite ria  tha t
e s tablish pre fe rred minimum s tanda rds  for potentia l cus tomers  tha t a re  identified through
the  open se lection process . SU FERC intends  to use  the  following screening crite ria : (1)
firs t move r s ta tus , (2) inves tment-grade  credit ra ting or a lte rna tive  evidence  of
creditworthiness , (3) firm transmiss ion se rvice  re se rva tion reques t for a t lea s t 10 yea rs ,
and (4) firm transmiss ion se rvice  re se rva tion reques t for a t le a s t 50 MW of capacity.

" m m .

58 Petition a t 23-24.

59 Id. a t 24-25.
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Applicants  s ta te  tha t these  screening crite ria  a re  designed to ensure  tha t the  Southline
Project is  e conomica lly viable .60

58. According to Applicants , firs t move r s ta tus  would give  potentia l cus tomers  the
incentive  to submit time ly proposa ls  and thus  to a llow the  Southline  P roject to move
forward. Applicants  s ta te  tha t creditworthine ss  is  a  typica l cus tomer screening crite ria
and is  needed to secure  financing for Southline  Project construction; potentia l cus tomers
would be  a llowed to demonstra te  creditworthiness  with an inves tment-grade  credit ra ting,
or a lte rna tive ly through othe r commercia lly rea sonable  means . Applicants  s ta te  tha t
requirements  for minimum te rms and minimum capacity rese rva tions  a re  necessa ry as  a
practica l matte r to reduce  costs  and increase  e fficiency and would a lso he lp to reduce  the
ove ra ll risk of the  Southline  P roje ct a nd thus  support cons truction fina ncing. Applica nts
sta te  tha t it may be  necessary to re fine  these  crite ria  based on market circumstances, and
SU FERC would provide  public notice  of any changes  and apply them equa lly to a ll
potential customers. 61

59. Applicants  s ta te  tha t SU FERC proposes to rank potentia l customers  based on the
following crite ria : (l) price  te rms  conta ine d in the  pote ntia l cus tome r's  offe r, (2) le ve l of
cre ditworthine ss , (3) e a rly commitme nt in the  Southline  P roje ct's  de ve lopme nt cycle , (4)
risk-sha ring through phased depos its  or financia l commitments  during the  Southline
Proje ct's  de ve lopme nt cycle , (5) a bility of the  pote ntia l cus tome r to a ss is t with the
Southline  Project's  deve lopment needs , including obta ining necessa ry s iring approva ls
and gove rnmenta l authoriza tions , (6) longe r te rm of se rvice , (7) la rge r capacity
re se rva tion, and (8) ability to access  the  Southline  P roject to de live r or rece ive  power,
(e .g., proximity of gene ra tion re source  to the  line , transmiss ion se rvice  queue  pos itions
on adjacent sys tems). Applicants  s ta te  tha t SU FERC may engage  in severa l phases  of
ne gotia tion with diffe re nt subse ts  of cus tome rs  to fa cilita te  full subscription of the
Southline  P roje ct's  ca pa city. In tha t ca se , SU FERC would utilize  cus tome r ra nking
crite ria  to de te rmine  which subse t of cus tomers  may pa rticipa te  in each phase  of
negotia tions.62

60. Applicants  s ta te  tha t these  crite ria  a re  des igned to minimize  the  Southline
Project's  commercia l risk and thus  to obta in rea sonable  cons truction financing te rms .
Applica nts  s ta te  tha t minimizing the se  cos ts  through a ppropria te ly ra nking initia l
cus tomers  would bene fit not only initia l cus tomers , but a lso la te r cus tomers  taking
se rvice  unde r SU FERC's  OATT a s  we ll a s  seconda ry marke t cus tomers . According to

60 rd. at 25-26.

61rd. at 26.

62 rd. at 27-28.
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Applica nts , the se  crite ria  would a lso improve  the  Southline  P roje ct's  long-te rrn via bility,
insofa r a s  they give  cus tomers  an incentive  to sha re  in the  Southline  Project's  risk and
development costs.63

61. Applicants  s ta te  tha t SU FERC would disclose  the  re sults  of its  cus tomer se lection
and ranking process  and bila te ra l negotia tions  to the  Commiss ion in one  or more
complia nce  filings  unde r se ction 205 of the  FPA. Applica nts  e xpla in tha t if the  Southline
Proje ct is  ove rsubscribe d, SU FERC's  complia nce  filing would de scribe  its  de cis ion to
prora te  or not to prora te  capacity among e ligible  cus tomers  and provide  notice  of furthe r
processes  to address  requests  for more  capacity than the  Southline  Project is  initia lly able
to accommoda te . Applicants  s ta te  tha t SU FERC will cons ide r reques ts  to increase  the
capacity of the  Southline  Project, but it would be  impracticable  to increase  the  capacity a t
this  point in the  deve lopment cycle , a s  this  would require  re s ta rting the  inte rconnection
process , pe rforming additiona l engineering and routing s tudies , and like ly Reengineering
portions  of the  Southline  P roje ct. Applica nts  s ta te  tha t this  would s ignifica ntly incre a se
the  anticipa ted cos t of subscribing to capacity on the  Southline  P roject, making it more

62. Applicants  s ta te  tha t a s  an additiona l protective  measure , SU FERC commits  to
the  following conditions  cus tomarily imposed on merchant transmiss ion owne rs
following comme rcia l ope ra tion of the  S outhline  P roje ct: (l) S U FERC's  books  a nd
re cords  will comply with the  Commis s ion's  Uniform S ys te m of Accounts  a nd will be
subject to examina tion a s  required by Pa rt 41 of the  Commiss ion's  regula tions , (2) SU
FERC will file  reports  in accordance  with sections  141.14 and 141 .15 of the
Commiss ion's  regula tions , to the  extent applicable , and (3) SU FERC's  books  and
records  will be  audited by independent auditors . Applicants  s ta te  tha t these  commitments

Co m m is s io n  De te rm in a tio n

63. We  find Applica nts ' de scription of how the y pla n to solicit inte re s t broa dly from
potentia l cus tomers  to be  sa tis factory. In addition to committing to engage  in an open
solicita tion process  to ensure  broad notice  to potentia l cus tomers , Applicants  commit tha t
S U FERC will file  one  or more  de ta ile d pos t-a lloca tion re ports  with the  Commiss ion
pursuant to FPA section 205 disclos ing the  results  of the  capacity a lloca tion process  and
describing the  process  in sufficient de ta il to demonstra te  tha t its  capacity a lloca tion was

63rd  a t 28.

64 Id. a t 28-29.

65 rd. at 22.

ii.
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cons is tent with its  Commis s ion-approved proces s  and the  P olicy S ta tement. As  de s cribed
above , a  deve lope r ha s  dis cre tion a s  to the  timing of its  reques t for approva l of the
s e lection proces s . In this  ca s e , Applicants  have  propos ed a  de ta iled proces s  tha t SU
FERC inte nds  to us e  to s e le ct cus tome rs  a nd a lloca te  ca pa city. We  find the  propos e d
crite ria  will a llow S U FERC to dis tinguis h a mong pote ntia l cus tome rs  in a  not unduly
dis crimina tory or pre fe re ntia l ma nne r, a nd we  will a llow S U FERC to s e le ct a nd ra nk its
cus tome rs  a ccording to the s e  crite ria , s ubje ct to Applica nt's  complia nce  with the
commitme nts  ma de  in the  P e tition. We  note  tha t S U FERC mus t ma ke  a  s ubs e que nt
complia nce  filing providing the  de ta ils  ne ce s s a ry to provide  full tra ns pa re ncy a s  to how
SU FERC applied the  s creening and ranking factors , a s  we ll a s  the  we ight applied to each
fa ctor, to de te rmine  whe the r S U FERC ha s  followe d the  proce s s  a pprove d he re . Thus ,
we  dire ct S U FERC to ma ke  a  complia nce  filing dis clos ing the  re s ults  of the  ca pa city
a lloca tion proce s s  within 30 da ys  a fte r the  clos e  of the  ope n s olicita tion proce s s . In
a ddition, S U FERC mus t obta in Commis s ion a pprova l of a n OATT a nd e xpla in a ny
de via tions  from the pro  fo rma OATT prior to comme ncing s e rvice  on the  S outhline
P roje ct.

64. We find SU FERC's  commitment tha t once  the  Project has  commenced opera tion,
it will e nsure  it ma inta ins  books  a nd re cords  for the  Southline  P roje ct tha t comply with
the  Uniform S ys te m of Accounts  found in P a rt lot of the  Commiss ion's  re gula tions ,66
subj e t to examina tion as  required in Part 41 of the  Commiss ion's  regula tions ,67 and tha t
its  books  and records  a re  audited by an independent auditor, to be  consis tent with
Commiss ion precedent.68 These  commitments  will a ss is t the  Commiss ion in ca rrying out
its  ove rs ight role .

c. Fa c to r Th re e : Un d u e  P re fe re n c e  a n d  Affilia te  Co n c e rn s

65. In the  conte xt of me rcha nt tra ns mis s ion, Commis s ion conce rns  re ga rding the
pote ntia l for a ffilia te  a bus e  a ris e  whe n the  me rcha nt tra ns mis s ion owne r is  a ffilia te d with
the  anchor cus tomer, pa rticipants  in the  open s eas on or s olicita tion, and/or cus tomers  tha t
s ubs equently take  s e rvice  on the  merchant trans mis s ion line . The  Commis s ion expects
a n a ffirma tive  s howing tha t the  a ffilia te  is  not a fforde d a n undue  pre fe re nce , a nd the
deve lope r bea rs  a  high burden to demons tra te  tha t the  a s s ignment of capacity to its

66 18 c.F.R. pt. 101 (2015).

67 18 C.F.R. pt. 41 (2015).

68 Chinook, 126 FERC 1161,134 at P 62, Champlain Hudson, 132 FERC 1161,006
at P 48, Ties Amigos LLC, 130 FERC 1161,207, at P 90 (2010) (T/"es Amigos).
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a ffilia te  and the  corre sponding trea tment of nona ffilia ted potentia l cus tomers  is  jus t,
reasonable , and not unduly discrimina tory or pre fe rentia l.69

i. Applicants' Proposal

66. with respect to undue  pre fe rence  and a ffilia te  concerns , Applicants  s ta te  tha t no
a ffilia te s  plan to pa rticipa te  in the  open solicita tion process  for transmiss ion se rvice  on
the  Southline  P roje ct. Applica nts  a rgue  tha t for this  re a son, the re  is  no poss ibility of
undue  pre fe rence  or a ffilia te  conce rns . Applicants  a lso note  tha t the  Commiss ion a llows
a  merchant transmission deve loper to demonstra te  no undue  preference  by conducting a
solicita tion, se lection, and negotia tion process  tha t complie s  with the  requirements  of the
Policy S ta te me nt. Applica nts  s ta te  tha t SU FERC's  ope n solicita tion a nd ca pa city
a lloca tion processes  comply with the  Policy S ta tement and Commiss ion precedent and
the re fore  SU FERC's  proposa l to a lloca te  up to 100 pe rcent of the  Southline  Project's
transmiss ion capacity through bila te ra l negotia tions  would not lead to undue  pre fe rence .70

Commis s ion  De te rmina tion

67, Applicants  s ta te  tha t no a ffilia te  of the  Applicants  plans  to pa rticipa te  in the  open
solicita tion process  for transmiss ion se rvice  on the  Southline  P roject. Based on this
representa tion, we  find tha t the  absence  of a ffilia te  pa rticipa tion sa tis fie s  the  requirement
tha t the re  be  no undue  pre fe rence  or a ffilia te  conce rns . In addition, a  merchant
transmission deve loper may demonstra te  tha t there  is  no undue  pre fe rence  by conducting
a  solicita tion, se lection, and negotia tion process  tha t complie s  with the  requirements  of
the  Policy S ta te me nt. We  find tha t SU FERC's  ope n solicita tion a nd ca pa city a lloca tion
processes , a s  described in the  Pe tition, comply with the  Policy S ta tement and
Commiss ion pre ce de nt. If, in the  future , a n a ffilia te  of Applica nts  should ta ke  se rvice  on
the  Southline  P rob e t, SU FERC mus t, in a ddition to complying with a pplica ble  re porting
requirements  and any applicable  a ffilia te  rule s , a s  we ll a s  abiding by the  Commiss ion's
S tandards  of Conduct, make  a  compliance  filing demonstra ting tha t the  a ss ignment of
capacity to any a ffilia te  and the  corre sponding trea tment of nona ffilia ted cus tomers  or
potentia l cus tomers  is  jus t, rea sonable , and not unduly discrimina tory or pre fe rentia l.

69 Policy Sta tement, 142 FERC 'll 61,038 a t P  34.

70 Petition a t 22-23.

ii.



Docke t No. ELl5-65-000 24

d. 8cto_r Four: RegionaLRgliabilitl and Qperational
Efficiencv

68. Merchant transmiss ion projects , like  cost-based transmiss ion projects , a re  subject
to manda tory re liability requirements .7I Merchant transmiss ion deve lope rs  a re  required
to comport with a ll a pplica ble  NERC re quire me nts  a nd those  of a ny re giona l re lia bility
council in which the y a re  loca te d.

i. Applica nts ' P ropos a l

69. With re spect to regiona l re liability and ope ra tiona l e fficiency, Applicants  s ta te  tha t
the y commit to comply with a ll a pplica ble  NERC a nd WECC re lia bility re quire me nts ,
and to pa rticipa te  in regiona l transmiss ion planning to deve lop coordina ted and e fficient
ope ra tions . Applica nts  s ta te  tha t Southline  Tra nsmiss ion initia te d re giona l pla nning with
WestConnect a rea  utilitie s  in 2009 and the  WECC Project Coordina tion and Pa th Ra ting
Process  in 2010. Applicants  s ta te  tha t prior to ene rgiza tion, SU FERC would a ssume
tra nsmiss ion pla nning re spons ibility for the  ne w build se ction of the  Southline  P roje ct."

Commis s ion  De te rmina tion

70. We  a cknowle dge  Applica nts ' commitme nt to comply with a ll a pplica ble  re lia bility
requirements  and the ir commitment to pa rticipa te  in the  regiona l transmiss ion planning
proce ss , a s  we ll a s  the ir pa rticipa tion in tha t proce ss  to this  point. Accordingly, we  find
tha t Applica nts  ha ve  ne t the  re giona l re lia bility a nd ope ra tiona l e fficie ncy re quire me nt,
subj e t to Applica nts ' continue d pa rticipa tion in the  ne ce ssa ry re giona l pla nning
processes.

c. Dis c la ime rs  o f J u ris d ic tion

1. P e tition.

71. Applica nts  re que s t discla ime rs  of jurisdiction ove r S outhline  Tra nsmiss ion. Firs t,
Applicants  a rgue  tha t the  Commiss ion should find tha t, cons is tent with exis ting
Commiss ion precedent, Southline  Transmiss ion should not be  considered to be  a  public
utility unde r se ction 20l(e ) of the  FPA. Applica nts  note  tha t se ction 201 (e ) of the  FPA

71 See, Ag., Rules Concerning Certyiccztion of the Electric Reliability
Oi*gc1ni2:cition,' and Procecluresfoi" the EsfczblishInent, Approval, and Enforcement of
Electric Reliability Stonclords, Order No. 672, FERC Stats. 84 Rags. 1]31 ,204, order on
reh'g, Order No. 672-A, FERC Stats. & Reps. 'H 31,212 (2006).

72 Petition a t 23.

ii.
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de fine s  a  "public utility" a s  "any pe rson who owns  or ope ra te s  facilitie s  subject to the
jurisdiction of the  Commiss ion."73 Applica nts  s ta te  tha t Southline  Tra nsmiss ion would
function as  a  deve loper and pass ive  inves tor, would have  no opera tiona l control over the
Southline  Project, and would not othe rwise  engage  in the  transmiss ion or sa le  of e lectric
e ne rgy. Applica nts  s ta te  tha t S outliline  Tra nsmiss ion's  REIT s tructure  is  s imply a n
inves tment vehicle  tha t would a llow Southline  Transmiss ion to access  e fficient sources  of
ca pita l while  re se rving full ope ra tiona l control of the  Southline  P roje ct to SU FERC a nd
Weste rn.

72. Applicants  s ta te  tha t Southline  Transmiss ion would e ithe r hold lega l title  to ce rta in
Southline  Project land rights  and facilitie s  or have  a  long-te rm lease  for those  land rights
and facilitie s  and would hold capacity rights  commensura te  with its  contributions  to the
Southline  P roject. Applicants  s ta te  tha t Southline  Transmiss ion would execute  a  long-
te rm lease  tha t would give  SU FERC the  exclus ive  right to ope ra te , ma inta in, and control
a ll of Southline  Tra nsmiss ion's  inte re s t in the  Southline  P roje ct la nd rights  a nd fa cilitie s ,
and SU FERC would have  sole  opera tiona l control over the  day-to-day management and
a ll ope ra ting a ctivitie s  of the  ne w build se ction, S U FERC would hold a ll S outhline
Transmiss ion capacity rights  in the  Southline  P roject. Applicants  s ta te  tha t the  s tructure
they describe  would involve  a  pass ive  financing entity, i.e ., Southline  Transmiss ion, tha t
lea ses  its  a sse ts  to a  jurisdictiona l entity tha t would have  exclus ive  ope ra tiona l control
ove r them, i.e ., SU FERC. Applicants  a rgue  tha t because  Southline  Transmiss ion would
function as  a  deve loper and pass ive  inves tor, would have  no opera tiona l control over the
Southline  Project, and would not othe rwise  engage  in the  transmiss ion or sa le  of e lectric
e ne rgy, the  Commiss ion should find tha t Southline  Tra nsmiss ion is  not a  public utility
unde r the  FPA and discla im jurisdiction ove r Southline  Transmiss ion unde r tha t s ta tute .

73. Furthe r, Applicants  s ta te  tha t the se  facts  a lso jus tify a  discla imer of jurisdiction
ove r Southline  Tra nsmiss ion a s  a n e le ctric utility compa ny a nd a  public-utility compa ny
unde r P UHCA 2005. Applica nts  s ta te  tha t s e ction l262(5) of P UHCA 2005 de fine s  a n
e lectric utility company a s  "any company tha t owns  or ope ra te s  facilitie s  used for the
gene ra tion, transmiss ion, or dis tribution of e lectric ene rgy for sa le ."76 Applicants  s ta te
tha t the  de finition of a n e le ctric utility compa ny turns  on whe the r a n e ntity owns  or
ope ra te s  e lectric facilitie s , and the  meaning of "own or ope ra te" focuses  on whe the r an
e ntity controls  e le ctric fa cilitie s . Applica nts  s ta te  tha t the  Commiss ion ha s  de te rmine d

74 Petition a t 15.

vs Id. at 17 .

7°1d_ at 17-18 lquotmg 42 U.s.c. § 16451(5> (2012))
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tha t a  pa s s ive  owne r/le s s or of s uch a s s e ts  will not be  cons ide re d s uch a n owne r or
ope ra tor.  Applica nts  s ta te  tha t,  unde r the  Com m is s ion 's  rule s ,  the  te rm  "public -utility
com pa ny," which inc lude s  a n "e le c tric  utility com pa ny," s pe c ifica lly e xc lude s  from  the
de finition of public-utility com pa ny pa s s ive  owne rs /le s s ors  in  le a s e  fina ncing
tra ns a c tions  involving utility a s s e ts ." Thus ,  Applica nts  a rgue  tha t S outhline
Tra ns mis s ion's  s ta tus  a s  a  pa s s ive  owne r jus tifie s  a  dis cla ime r of juris diction ove r
S outhline  Tra ns m is s ion  unde r P UHCA 200578

2. Co m m is s io n  De te rm in a t io n

74. We  discla im jurisdiction ove r Southline  Tra nsmiss ion unde r se ction 20l(e ) of the
FPA and unde r PUHCA 2005. Southline  Transmiss ion sa tis fie s  the  requirements  for
such a  discla ime r. As  indica te d, s e ction 20l(e ) of the  FP A de fine s  a  "public utility" a s
"any pe rson who owns  or ope ra te s  facilitie s  subject to the  jurisdiction of the
Commiss ion." in ca se s  involving pa ss ive  inve s tors , the  Commiss ion firs t de te rmine s
whe the r the  pass ive  inves tor will ope ra te  the  facilitie s . The  Commiss ion then de te rmines
whe the r the  pass ive  inves tor is  othe rwise  in the  bus iness  of producing or se lling e lectric
powe r. In P06990 Power & Ligh t C0.,80 a  case  involving a  passive  lease  financing
transaction, the  Commission s ta ted tha t the  threshold question was  whe ther the  inte res t of
the  lessor and other participants  in the  lease  financing constitutes  ownership as
contempla ted by section 201 (e ). As in Pacu'ic P owe r & Light Co., Southline
Tra ns mis s ion will hold "me re  e quita ble  or le ga l title " to the  juris dictiona l fa cilitie s
included in the  Southline  P roject, and will ne ithe r ope ra te  nor control the  ope ra tion of
such fa cilitie s .81 More ove r, Southline  Tra nsmiss ion's  principa l bus ine ss  a ctivity is  othe r
than tha t of a  public utility, i.e ., it is  not othe rwise  engaged in the  bus iness  of
transmitting, se lling, or producing e lectric ene rgy.82 As  a  consequence , Southline
Transmiss ion's  ownership inte re s t in the  Southline  Project is  pass ive  and Southline

le ssors  and owner pa rticipants  in lea se  financing transactions  involving utility a sse ts  sha ll
not be  tre a te d a s  'public-utility colnpa nie s ."').

78 ld .

79 Neptune Regional Transmission System, LLC, 111 FERC 1 61,306, at P 24
(2005).

80 3 FERC 1? 61,119 (1978) (Pocyic Power & Light Co.).

81 rd. at 61,331

so P e tition a t 15.
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Transmiss ion will the re fore  not be  deemed to be  a  public utility unde r section 201 of the
FPA."

S e ction l262(5) of P UHCA 2005 de fine s  a n e le ctric utility compa ny a s  "a ny
company tha t owns or opera tes  facilitie s  used for the  genera tion, transmiss ion, or
dis tribution of e le ctric e ne rgy for sa le ,"84 which is  s imila r (a lbe it not ide ntica l) to the
de finition of a  public utility found in s e ction 20l(e ) of the  FP A. In a ddition, the
Commiss ion's  regula tions  unde r PUHCA 2005 provide  tha t "the  owne r-le ssors  and
owner pa rticipants  in le a se  financing transactions  involving utility a sse ts  sha ll not be
tre a te d a s  'public-utility compa nie s ," a  te rm tha t include s  a ny "e le ctric utility

owne rship unde r the  FPA. Applicants  s ta te  tha t Southline  Transmiss ion's  REIT s tructure
is  an inves tment vehicle  tha t a llows  Southline  Transmiss ion to e fficiently access  capita l
needed to finance  the  Southline  P roject, while  re se rving full ope ra tiona l control of
othe rwise -jurisdictiona l se rvice s  a nd fa cilitie s  to SU FERC a nd We s te rn. Applica nts  a lso
s ta te  tha t, unde r the  REIT s tructure , Southline  Transmiss ion will execute  a  long-te rm
lease  of a ll of its  ownership inte res ts  and associa ted capacity rights  in the  Southline
Project to SU FERC. Based on these  representa tions , we  conclude  tha t Southline
Transmiss ion qua lifie s  under the  Colnmiss ion's  regula tions  a s  an owner-le ssor in a  lease
fina ncing tra nsa ction involving utility a s se ts . Southline  Tra nsmiss ion thus  should not,
sole ly by rea son of its  inte re s t in the  Southline  P roject, be  cons ide red an e lectric-utility
compa ny unde r s e ction l262(5) of P UHCA 2005.

75.

D. Wa ive r Re que s ts

1. Applica nts ' P ropos a l

76. Applicants  reques t ce rta in wa ive rs  tha t would become  e ffective  when SU FERC
be come s  a  public utility unde r the  FP A. S pe cifica lly, Applica nts  re que s t tha t the
Commiss ion wa ive  (1) the  full reporting requirements  of Subpa rts  B and C oflPa rt 35,
e xce pt for se ctions  35.l2(a ), 35.l3(b), 35.15 a nd 35.16, (2) Pa rt 141, re la ting to forms

83 See , Ag., Edison Miss ion Huntington Beach, LLC, 136 FERC 'H 61,127, at
PP 1 1-12 (201 1), MGE Ene rgy, Inc., 109 FERC 1161,175, a t PP 14-15 (2004).

re gula tions  de fine s  the  te rm "utility a sse ts ," the  de finition of tha t te rm in se ction 2(a )(18)
of the  e a rlie r P ublic Utility Holding Compa ny Act of 1935 include d the  fa cilitie s  of
any e lectric utility company used for the  transmiss ion of e lectric ene rgy. See  15 U.S .C.
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and reports , with the  exception of sections  141.14 and 141.15, and (3) the  Form No. 1,
Annua l Re port of Ma jor Ele ctric Utilitie s , Lice nse s  a nd Othe rs  tiling re quire me nt. S U
FERC sta tes  tha t it requests  wa iver of these  requirements  because  it would not se ll
transmission se rvice  a t cost-based ra tes  and does  not have  captive  customers . Applicants
s ta te  tha t the  Commiss ion typica lly has  granted s imila r wa ive r reques ts  to merchant
transmiss ion projects  seeking negotia ted ra te  authority.86

2. Commis s ion  De te rmina tion

77. Because  Applicants  a re  propos ing a  merchant transmiss ion project in which they
would bea r a ll the  financia l risks  a ssocia ted with the  Southline  P roject, would not have
any captive  cus tomers , and would be  charging negotia ted ra tes , the  regula tions  requiring
the  filing of cos t-ba se d da ta  a re  not a pplica ble . Accordingly, cons is te nt with our prior
orde rs , we  will gra nt wa ive r of the  tiling re quire me nts  of Subpa rts  B a nd C of Pa rt 35 of
the  Commiss ion's  regula tions  except for sections  35.l2(a ), 35.l3(b), 35.15, and 35.16.87

78. We  a lso gra nt Applica nts ' re que s t for wa ive r of the  Form No. l filing re quire me nt
and Part 141 re la ting to forms and reports , except sections  141. 14 and 141.15. The
Commiss ion pre vious ly gra nte d wa ive r of the  Form No. l tiling re quire me nt to othe r

The  Commiss ion orde rs:

(A) SU FERC is  he reby granted authority to se ll transmiss ion rights  a t
negotia ted ra tes , subject to conditions , a s  discussed in the  body of this  order.

(B) SU FERC is  he reby directed to make  a  filing disclos ing the  re sults  of the
capacity a lloca tion process  within 30 days  a fte r the  close  of the  open solicita tion process ,
as  discussed in the  body of this  order.

86 Petition a t 29-30.

87 Hudson Trcfnsinission Partners, LLC, 135 FERC 1161,104, at P 42 (2011),
Ties Amigos, 130 FERC 1161,207 at P 103, Wyoming Colorado Intertie, LLC, 127 FERC
1161,125, at P 62 (2009) (Wyoming), Linden VFT, LLC, 119 FERC 1161,066, at P 42
(2007) (Linden).

88 Neptune Regional Trcznsniission Sysiein, LLC, 139 FERC 1161,110, at P 12
(2012), Wyoming, 127 FERC 1161,125 at P 65; Linden, 119 FERC 1161,066 at P 44,
Montana/ Alberta Tie Lid., 116 FERC 'H 61,071, at P 66 (2006).



Docke t No. EL15-65-000 29

(C) SU FERC is  he reby directed to obta in Commiss ion approva l of an OATT
prior to commencing se rvice  on the  Southline  Project, a s  discussed in the  body of this
orde r.

(D) If an a ffilia te  of Applicants  should take  se rvice  on the  Southline  P roject,
SU FERC mus t, in addition to complying with applicable  reporting requirements  and any
applicable  a ffilia te  rule s , a s  we ll a s  abiding by the  Commiss ion's  S tanda rds  of Conduct,
make  a  compliance  filing demonstra ting tha t the  a ss ignment of capacity to any a ffilia te
and the  corresponding trea tment of nonaffilia ted cus tomers  or potentia l cus tomers  is  jus t,
re a sonable , and not unduly pre fe rentia l or discrimina tory.

(E) Applica nts ' re que s t for dis cla ime r of jurisdiction ove r S outhline
Transmiss ion is  he reby granted, a s  discussed in the  body of this  order.

(F) Applica nts ' re que s t for wa ive r of the  provis ions  of Subpa rts  B a nd C of
Part 35 of the  Conlnliss ion's  regula tions , with the  exception of sections  35. 12(a ),
35. 13(b), 35. 15, and 35.16, is  hereby granted, as  discussed in the  body of this  order.

(G) Applica nts ' re que s t for wa ive r of Pa rt 141 of the  Conrlnis s ion's  re gula tions ,
with the  exception of sections  141.14 and 141.15, and Applicants ' reques t for wa ive r of
the  FERC Form No. 1 tiling requirement is  he reby granted, a s  discussed in the  body of
this  orde r.

By the  Commis s ion.

(SEAL)

Na tha nie l J . Da vis , S r.,
Deputy Secre ta ry.
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DEPARTMENT OF ENERGY

Western Area Power Administration
[DOE/EIS-0474]

South line Transmission Line Project
Environmental Impact Statement

AGENCY: Western Area Power
Administra tion, DOE,
ACTION: Record of decision.

Title  V of the  Fe de ra l La nd P olic y a nd
Management Ac t of 1976, a s  amended,
propos ing to c ons truc t, ope ra te ,
ma in ta in ,  a nd  e ve n tua lly de c ommis s ion
a  high-volta ge  e le c tric  tra ns mis s ion line
on la nd ma na ge d by the  BLM. The  BLM
initia te d  its  own NEP A proc e s s  to
addres s  whe the r to grant a  ROW  permit.
Becaus e  both agencies  had NEP A
dec is ions  to cons ide r, W es te rn and the
BLM agreed to be  joint le ad agenc ie s  in
accordance  with NEP A, 40 CFR
1501.5(b), for the  purpos e  of prepa ring
the  ElS  for the  P rojec t. The  agencies
is s ued the  Fina l ElS  for the  P rojec t on
Nove mbe r 6 , 2015. Ea c h a ge nc y will
is s ue  its  own RoD(s ) addres s ing the
ove ra ll P rojec t and the  s pec ific  ma tte rs
with in  its  ju ris d ic tion  a nd  a u thority.
This  ROD cons titutes  W es te rn's
de c is ion with  re s pe c t to the  a lte rna tive s
c ons ide re d  in  the  F ina l E lS .

Project Description

I

SUMMARY: The Western Area Power
Administration (Western) and the U.S.
Bureau of Land Management (BLM),
acting as joint lead agencies, issued the
Proposed Southline Transmission Line
Project (Project) Final Environmental
Impact Statement (ElS) (DoE/EIS-0474)
on November 6, 2015. The Agency
Preferred Alternative developed by
Western and the BLM through the
National Environmenta l Policy Act
(NEPA) process and described in the
Final ElS is summarized in this Record
of Decision (ROD). This alternative is
also the Environmentally Preferred
Alternative for most of the Project. One
segment in the New Build Section and
some local alternatives in the Upgrade
Section were selected that reduce
substantial existing resource conflicts
while  creating only minor new impacts.
A11 practicable means to avoid or
minimize environmental harm have
been ado a te .

Since the BLM and Western were
joint lead agencies in the preparation of
the ElS, each agency will issue its own
ROD(s) addressing the overall Project
and the  specific matters within its
jurisdiction and authority. This ROD
constitutes Western's decision with
respect to the alternatives considered in
the Final ElS.

Western has selected the Agency
Preferred Alternative  identified in the
Final ElS as the route for the Project.
This decision on the  route  will enable
design and engineering activities to
proceed. This ROD also commits
Western and Southline Transmission,
LLC (Southline) to implement the
proponent-committed environmental
measures (PCEMs) identified in table 2-
8, Project PCEIVIS by Resource, of the
Final ElS, Selection of the Agency
Preferred Alternative  will a lso a llow
detailed Project costs to be developed,
which are necessary for future
participation and financing decisions.
This ROD does not make decisions
about Western's participation in the
Project or financing. Those decisions are
contingent on the successful
development of participation
agreements and financial underwriting,
and would he recorded in a second
ROD.

FOR FURTHER INFORMATION conTAcT:For
information on Western's participation
in the Project contact Stacey Harris,
Public Utilities Specia list, Transmission
Infrastructure Program (TIP) Office
A0700, Headquarters Office, Western
Area Power Administration, P.O. Box
281213, Lakewood, CO 80228-8213,
telephone (720) 962-7714, facsimile
(720) 962-7083, email harris@
wapa.gov. For information about the
Project ElS process or to request a CD
of the document, contact Mark J,
Wieringa, NEPA Document Manager,
Natural Resources Office A7400,
Headquarters Office, Western Area
Power Administration, P.O. Box 281213,
Lakewood, CO 80228-8213, telephone
(720) 962-7448, facsimile (720) 962~
72B3, emailwieringa@wapa.gov. The
Final ElS, this ROD, and other Project
documents are also available on the
Project Web site at http://www.blm.gov/
nm/southline .

For general information on the
Department of Energy (DOE) NEPA
process, please contact Carol M.
Borgstrom, Director, Office of NEPA
Policy and Compliance (GC-54), U.S.
Department of Energy, 1000
Independence Avenue SW.,
Washington, DC 20585, telephone (202)
586-4600 or (800) 472-2756.
SUPPLEMENTARY INFORMATIONS Southline,
a subsidiary of Hunt Power, LP, is the
Project proponent. Black Forest
Partners, LP, is the manager for the
Project. In March 2011, Southline
submitted a Statement of Interest to
Western for consideration of its Project.
As part of their Project, Southline
proposed the upgrade of approximately
120 miles of Western's existing Saguaro-
Tucson and Tucson-Apache 115-
kilovolt (kV) single-circuit transmission
lines to a  double-circuit 230-kV
transmission line (Upgrade Section)
using existing rights-of-way (ROWs).
The New Build Section of the Project
would include 240 miles of new 345-kV
double-circuit transmission line on new
ROWs between Afton Substation in New
Mexico and Apache Substation in
Arizona. In addition, Southline
requested that Western consider
providing financing for the Project using
the borrowing authority provided to
Western under the American Recovery
and Reinvestment Act of 2009
amendment of the Hoover Power Plant
Act of 1984. Southline 's proposal
prompted Western to initiate an ElS
process to determine the environmental
impacts of the Project and alternatives
to inform Western's decisions regarding
the Project.

Southline also filed a ROW
application with the  BLM pursuant to

The Project includes:
The New Build Section (Afton-

Apache), which includes construction
and operation of:

Approximately 205 miles of 345-kV
double-circuit electric transmission line
in New Mexico and Arizona with a
planned bidirectional capacity of up to
1,000 MW. This section is defined by
endpoints a t theexisting Afton
Substation, south of Las Cruces in DoNa
Ana County, New Mexico, and the
existing Apache Substation, south of
Willcox in Cochise County, Arizona,

1 Approximately 5 miles of 345-kV
single-circuit e lectric transmission line
between the existing Afton Substation
and the existing Luna-Diablo 345-kv
transmission line. This segment of the
Project is included in the analysis, but
development of this segment would be
determined at a later date,

Approximately 30 miles of 345-kV
double-circuit electric transmission line
between New Mexico State Route 9 and
Interstate 10 east of Deming in Luna
County, New Mexico, to provide access
for potential renewable energy
generation sources in southern New
Mexico. This segment of the Project is
included in the  analysis, but
development of this segment would be
determined at a later date,

A new substation in Luna County,
New Mexico (proposed Midpoint
Substations, to provide an intermediate
connection point for future
interconnection requests, and

installation of new communications
equipment at, and connection to, two
existing substations in New Mexico and
one in Arizona.

The Upgrade Section (Apache-
Saguaro), which would replace and
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upgrade a portion of Western's
transmission system and includes:

Replacing 120 miles of Western's
existing Saguaro-Tucson and Tucson-
Apache 115-kv single-circuit wood-pole
H-frame electric transmission lines with
a 230-kV double-circuit electric steel-
pole transmission line. This section is
defined by endpoints at the existing
Apache Substation, south of Willcox in
Cochise County, Arizona, to the existing
Saguaro Substation, northwest of
Tucson in Pima County, Arizona,

Approximately 2 miles of new-
build double-circuit 230-kV electric
transmission line to interconnect with
the existing Tucson Electric Power
Company Vail Substation located
southeast of Tucson and just north of
the existing 115-kV Tucson-Apache
line , and

I Connection to and upgrading,
modification, and expansion of 12
existing substations in southern
Arizona, including insta lla tion of new
bays, transformers, breakers, switches,
communications equipment, and related
facilities associated with the voltage
increase and compatibility with existing
substations. Depending on design and
engineering considerations, some
substation expansions may require
separate yards.

Alte rna tives

both of the Southline proponent
alternatives and the No Action
Alternative, and used the NEPA process
to identify other potentially reasonable,
viable alternatives. Due to Southline's
thorough routing process, extensive
stakeholder outreach, and early route
screening with Western and the BLM,
agency alternatives developed through
the NEPA process resulted in only small
route  variations which could potentially
reduce or avoid local resource conilicts.

The 360-mile-long Project was
divided into four 'route  groups', two in
the New Build Section and two in the
Upgrade Section, with Apache
Substation in Arizona being the point
separating the two sections and route
groups 1 and 2 from route groups 3 and
4. Within the four route groups various
sub-routes including segments of the
Proponent Preferred and Proponent
Alternative were identified. Some of the
sub-routes also include local
alternatives that were departures from
the proponent alternatives due to
potential resource conflicts or
opportunities identified during the
NEPA process. The agencies'
alternatives analyses did not result in
major new alternatives but did identify
local alternatives and route variations
that avoided or reduced localized
resource conflicts. The division of the
Project into smaller sections provided a
framework for a more meaningful and
localized comparison of resource
impacts and provided the agencies with
the ability to 'mix and match' route
segments to create multiple full-length
alternatives.

constructed, the remaining line would
traverse previously undeveloped land
and create a new utility corridor of its
own, precisely the situation the BLM is
trying to prevent by consolidating
development. Accordingly, the Agency
Preferred Alternative in the Final ElS
was shifted south to another route
segment that parallels an existing
natural as pipeline ROW.

Both86 Department of Defense and
the Arizona Game and Fish Department
(AZGFD) expressed concerns about
alternatives in the area near Willcox
Playa and north and east of Apache
Substation. The route selected in the
Draft ElS that runs parallel to an
existing transmission line east of the
playa presented conflicts with wintering
sandhill cranes and waterfowl, and
routes to Apache Substation on the west
side of the playa conflicted with
activities on the Buffalo Soldier
Electronic Testing Range. Options east
of developed agricultural areas near the
playa that turned directly west to enter
Apache Substation were prepared and
analyzed, but were found to conflict
with agricultural interests. Ultimately,
mitigation of potential effects on
sandhill cranes and waterfowl
acceptable to the AZGFD was agreed
upon and the route on the east side of
the Willcox Playa that was originally
included as part of the Agency Preferred
Alternative was retained.

The Agency Preferred Alternative for
the Upgrade Section consists of a
combination of the Proponent Preferred,
a route variation south of the Tucson
International Airport, and local
alternatives at Tumamoc Hill and near
the Mara fa Airport. The Agency
Preferred Alternative maximizes the use
of existing Western ROWs for the
Saguaro-Tucson and Tucson-Apache
transmission lines while also addressing
existing impacts and opportunities
where appropriate. The route skirts the
edge of the culturally and visually
sensitive Turnamoc Hill property and
allows the removal of the section of
existing line that crosses through the
middle of the property, relocates a
portion of the existing line to facilitate
Pima County future development plans
south of Tucson International Airport,
relocates a segment of existing line out
of the Summit community where
development is encroaching on the
ROW, and relocates a segment of
existing line near the Mara fa Airport to
reduce conflicts with military tra ining
operations.

Environmentally Preferred Alternative
Except for one segment the

Environmentally Preferred Alternative
for the New Build Section is the same

Based on a series of public meetings,
routing workshops and meetings with
local, State, and other Federal agencies
prior to developing their Project,
Southline published a Project routing
study (April 2012). Many different route
segments were identified and analyzed
during this process. The route segments
were designed to maximize the
paralle ling of existing linear
infrastructure, maximize use of existing
access roads, and identify and reject
route segments with substantial
environmental conflicts. This process
resulted in a 'Proponent Preferred' or
northern route, and a 'Proponent
Alternative ' or southern route, for the
New Build Section. Although other
options were considered, rebuilding the
existing Western lines was the only
option that preserved connectivity with
the 12 existing substations in southern
Arizona, an important feature of the
Project.

Soutliline presented the Proponent
Preferred and Proponent Alternative
routes to the BLM with their application
for a ROW grant and these alternatives
were analyzed in the NEPA process.
Because Western and BLM participated
in Southline 's routing study and public
outreach, they each understood why
various route segments were selected
and rejected. Both agencies analyzed

Agency Preferred Alternative
The Agency Preferred Alternative

developed in the Final ElS varies
somewhat from the one described in the
Draft ElS due to consideration and
incorporation of comments from the
public, interested parties and the
agencies. In the New Build Section, the
Agency Preferred Alternative consists of
a combination of the Proponent
Preferred, Proponent Alternative, and
local alternative segments. Draft ElS
local alternative LDS would have
included the shared use of
approximately 50 miles of ROW with
the proposed Sur Zia Project to
consolidate linear facility impacts into
one utility corridor, an important BLM
management objective. However, a
Western Electricity Coordinating
Council Regional Business Practice
standard requires separation between
large, main system transmission lines,
which could largely negate the
environmental benefits of constructing
transmission lines in adjacent ROWs .
Additionally, if one line  were not
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to the Plan of Development) are being
developed that include specific best
management practices and resource
protection measures that condition the
ROW grant. The Plan of Development
only applies to activities on BLM-
managed public lands. Western may
implement applicable provisions of the
Plan of Development and its attached
framework plans on State and private
lands as appropriate.
Changes to Final ElS

retained the lead role for Section 7 and
Section 106 consultation. Consultation
with the U.S. Fish and Wildlife Service
resulted in the issuance of a final
Biological Opinion on November 10,
2015. The requirements of the Biological
Opinion will apply to the entire Project,
whether on BLM managed land or not.
The Biological Opinion is provided as
Appendix M of the Final ElS and can
also be found on the Project Web site.
Western also participated as an invited
signatory in the Section 106 process,
which led to a Programmatic Agreement
that will govern Section 106 actions as
they apply to the Project. The
Programmatic Agreement, Appendix L
of the Final ElS, is also posted on the
Project Web site.
Western's Decision

Informed by the analyses and
environmental impacts documented in
the Final ElS, Western has selected 1 the
Agency Preferred Alternative identified
in the Final ElS as the route for the
Project. The Agency Preferred
Alternative route will be the basis for
design and engineering activities that
will finalize the centerline, ROW, and
access road locations, particularly in the
New Build Section. Additionally, this
ROD commits Western and Southline to
implement the PCEMs identified in the
Final ElS in table 2_8 to minimize
environmental impacts. Selection of the
Agency Preferred Alternative will also
allow detailed Project costs to be
developed, which are necessary for
future participation and financing
decisions. These decisions are
contingent on the successful
development of participation
agreements and financial underwriting,
and would be recorded in a second
ROD. Participation and financing
agreements will address Project details
such as interconnections, ownership,
operations, maintenance, marketing,
financing, and land acquisition.

This ROD was prepared in accordance
with the requirements of the Council on
Environmental Quality regulations for
implementing NEPA (40 CFR parts 1500
through 1508) and U.S. Department of
Energy NEPA regulations (10 CFR part
1021).

The Town of Maraca, Arizona, in
consultation with the AZGFD, requested
that a clarification be made to PCEM in
table 2-8 concerning a bat colony under
the Ina Road bridge. The agencies are
incorporating the requested clarification
in the BLM Plan of Development and
table 2-8. The revised language will
read as follows: "To avoid impacting
roosting bats at the Ina Road bridge,
blasting activities will be restricted to
less than 130 decibels (dB) at the project
site if possible, and if that is not
possible, then blasting activities will
occur at night after most bats have left
their roost. No blasting will occur in
April or May when the maternity colony
is present."

The Benson/San Pedro Valley
Chamber of Commerce and J-6/Mescal
Community Development Organization
also raised questions after the Final ElS
was published. Both parties indicated a
preference for Local Alternative H, a
route developed for analysis based on
public comment. Local Alternative H
departs from the existing alignment and
bypasses Benson and the Mescal
residential development on the north
before rejoining the existing alignment
east of Benson and the Mescal
residential development. The parties
raised concerns about visual impacts,
EMF, and future development in the
area, which were all analyzed in the
ElS. Local Alternative H was not
selected as part of the Agency Preferred
Alternative. The existing transmission
line has been in place since the early
1950s, and development has been
planned around the existing ROW.
Moving to Local Alternative H would
only shift impacts from one set of
landowners to a new set of landowners.
Additionally, staying on the existing
ROW would use the existing crossing of
the San Pedro River, a sensitive
environmental resource. The issues
expressed by the parties do not present
any significant new circumstances or
information relevant to environmental

Dated: April 5, 2016.

Mark A. Gabriel,

Administrator.
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as the Agency Preferred Alternative.
This is due to the emphasis placed on
routing the Project to parallel existing
linear infrastructure and consolidating
development to the maximum extent
possible. Consolidation also maximizes
the opportunity to use existing access
roads for the Project. This approach
minimizes new disturbance and, in
turn, environmental impacts.

The Environmentally Preferred
Alternative for the Upgrade Section
involves an upgrade of the existing
single-circuit 115-kV wood pole lines
and use of the existing Western ROWs
for the entire length of the section from
Apache Substation to Saguaro
Substation. The existing lines have been
operated and maintained for over 60
years and have well-established access
roads. New construction disturbance
would be minimal and little or no new
impacts to environmental resources
would occur except that new monopole
steel structures would be taller and have
an incrementally larger visual impact.
Any existing impacts on the human
environment are already included in the
baseline condition.

Responsible transmission planning
also looks for opportunities to reduce
existing impacts or address changing
attitudes about the values and weights
of impacts. Each of the three local
alternatives included in the Agency
Preferred Alternative would have
associated new environmental impacts,
but in each case it was determined that
the reduction in present or future
conflicts more than offset the new
impacts.

Minimization of environmental
impacts was an integral part of Project
routing and planning, and all
practicable means have been adopted to
avoid or minimize environmental harm.
Table 2-8 in section 2.4.6, Typical
Design Features and Agency Mitigation
Measures, of the Final ElS is a
compilation of PCEMs that would be
implemented to minimize impacts. If
the Project moves into the construction
phase, this table will be incorporated
into the construction contract to ensure
the PCEMs are an integral part of the
construction process. The PCEMs
include design features that minimize
impacts, agency identified best
management practices, known
regulatory and permit requirements, and
other project-specific measures
developed during the ElS process. As
described in section 2.4.1 of the Final
ElS, Site Preparation and
Preconstruction Activities, Southline
and the BLM have developed an
extensive Plan of Deveiopment
(Appendix N to the Final ElS).
Numerous framework plans (appendices

CO1"lC£31lllS.

S e c t i o n  7  a n d  S e c t i o n  1 0 B  C o n s u l t a t i o n

T h e  B L M ,  a s  t h e  m a i n  a f f e c t e d

F e d e r a l  l a n d  m a n a g e m e n t  a g e n c y ,

1 On November 16, 2011, DOE's Acting General
Counsel restated the delegation to Western's
Administrator all the authorities of the General
Counsel respecting environmental impact
statements.
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clicking "I Accept", each user agrees to the following and agrees to abide by due terms herein.
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The sole purpose of this  Solicita tion Webs ite and its  contents  (collectively the
"Solicita tion Information"), is  to as s is t prospective Users  in deciding whether to proceed
with acquiring transmiss ion capacity from SU FERC, LLC on the Southline Transmiss ion
Project (the  "Tra ns a ction").

This  Solicita tion Information may not be reproduced or used, in whole or in pa rt, for any
purpose other than eva lua ting a  potentia l Transaction.

SU FERC is acting solely as principal and not as advisor or 'fiduciary and nothing
contained in the Solicitation Information has been endorsed by Energy Strategies. Users
should not construe the contents of this Solicitation Information as legal, tax, investment
or other advice. Each User is expected to conduct its own evaluation as it relates to a
potential Transaction.

The User understands that certain assumptions about transmission topography, costs,
pricing, and related facts were made in the development and implementation of the Tool.
These assumptions may or may not reflect the User's own experience, costs and benefits.
The User should perform its own independent review of the Transaction's costs and
benefits.

Neither SU FERC nor Energy Stra tegies  guarantees  the accuracy or completeness  of the
Solicita tion Informa tion and nothing s ha ll imply tha t the informa tion conta ined in this
Solicita tion Information is  correct as  of any time subsequent to the da te this  open
s olicita tion wa s  initia ted.
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clicldng "I Accept", each user agrees to the following and agrees to abide by the terms herein.

1. The sole purpose of this Solicitation Website and its contents (collectively the
"Solicitation Information"), is to assist prospective Users in deciding whether to proceed
with acquiring transmission capacity from SU FERC, LLC on the Southline Transmission
Project (the "Transaction").

2. This Solicitation Information may not be reproduced or used, in whole or in part, for any
purpose other than evaluating a potential Transaction.

3. SU FERC is acting solely as principal and not as advisor or fiduciary and nothing
contained in the Solicitation Information has been endorsed by Energy Strategies. Users
should not construe the contents of this Solicitation Information as legal, tax, investment
or other advice. Each User is expected to conduct its own evaluation as it relates to a
potential Transaction.

4- Neither SU FERC nor Energy Strategies guarantees the accuracy or completeness of the
Solicitation Information and nothing shall imply that the information contained in this
Solicitation Information is correct as of any time subsequent to the date this open
solicitation was initiated.

5. The User understands that certain assumptions about transmission topography, costs,
pricing, and related facts were made in the development and implementation of the Tool.
These assumptions may or may not reflect the User's own experience, costs and benefits.
The User should perform its own independent review of the Transaction's costs and
benefits.
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